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Reconversion Passes First Milepost 


OSTWAR, long a magic word to 

business, has suddenly become des- 
criptive of current conditions. The long- 
hoped-for period appears to be passing 
many tests favorably—witness the 
strength of the stock market. 

In the first phase of reconversion, in- 
dustrial production has declined, continu- 
ing the trend that was evident in July. 
The Federal Reserve preliminary index in 
that month was 212 (1935-1939=100) , 
off 8 points from the revised figure for 
June, and 18 points in a year. From 
the peak of war activity the decline is 
still greater, but there is still a long way 
between the current and 1939 levels. (See 
Chart 1.) 

Along with heavy cancellations of con- 
tracts, reconversion of plants, and reor- 
ganization of personnel, the task of re- 


scheduling orders through metal and tex- 
tile plants is enormous and complicated, 
and alone would retard industrial activity. 

While most WPB limitations on uses 
of materials and production of goods have 
been swiftly removed, price regulations 
remain a major business problem, par- 
ticularly in consumer goods—the division 
of industry where greatest hopes are en- 
tertained for high levels of employment 
and general activity. 


CONSTRUCTION RECOVERING 


The upturn in new construction in 
July, both as compared with previous 
months and a year ago, may be regarded 
as a preview of reconversion—with abun- 
dant predictions and plans for this indus- 
try in the transition. Total for the month, 
as reported by the Department of Com- 


merce, was $421 million, 23% higher than 
a year ago. Private construction was 
the feature. At $228 million, it was a 
little more than half the total and more 
than 60% greater than a year ago. Pri- 
vate industrial construction, although not 
large, constituted an important part of 
the increase. 

Manufacturers had planned, prior to 
the end of the war but after reconversion 
had been given a green light, to spend 
$4.5 billion in twelve months on plants 
and equipment, or about three times as 
much as in 1939." The sum also greatly 
exceeds that of 1929. Planned expendi- 
tures by various other divisions of indus- 
try are also large. (See Table 1.) 

From April 1 to July 31, reconversion 
aid had been furnished by the WPB to 


1According to a survey by the Department of Commerce. 


CHART 1: WARTIME COURSE OF INDUSTRIAL PRODUCTION 


Sources: Federal Reserve; Taz ConrereNce BOARD 


Index Numbers, 1935-1939=100; Seasonally Adjusted 
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industry in the form of priorities on near- 
ly $212 million of equipment and nearly 
$150 million for construction materials. 
Largest construction items were for au- 
tomobile plants, steel mills, machinery 
makers and chemical plants. By far the 
largest part of the work was to be done 
in states bordering the Great Lakes. A 
federal works program of $4.1 billion was 
announced August 1 to be ready for 
execution by next June 30. This com- 
pares with $2.8 billion in 1939. Federal 
projects may run to a potential “shelf” 
of $25 billion. 

Following the removal of limitations 
on industrial construction, it was ex- 
pected that limitation on residential work 
would be removed, but some Washington 
interests urge continued regulation. Al- 
though lumber is still in stringent supply, 
cutbacks in Army requirements and im- 
proving labor supply are expected to 
make lumber more readily available. Some 
other materials are also short, but with 
factories and labor freed of war work, the 
road is opened toward correction. From 
various well-recognized quarters come 
predictions of enormous volume of resi- 
dential construction pending, but regula- 
tion it is said could serve as a damper. 


CAR EXPECTATIONS HIGH 


With restrictions removed, there is 
much talk about manufacture of 500,000 
automobiles this year. In view of recon- 
version problems, this practically means 
the number to be made in the final quar- 
ter. Prior to the end of the war, 241,- 
000 cars had been authorized for this 
year. These are small figures in com- 
parison with 8 million to 4 million cars 
annually in many prewar years. Yet some 
men in the industry consider that 500,- 
000 is high in view of the huge problem 
of plant reconversion, continued scarcity 
of several of the many materials used by 
the industry and labor trouble. 

Along with reconversion, the trade is 
faced with problems of pricing and costs. 
Prices apparently are to be held to 1942 
levels. Hourly wages meanwhile have ris- 
en less than 4%, but about 30% since 
January, 1941. Composite steel prices 
have advanced only a few percentage 
points, while most brass and copper prod- 
ucts have been unchanged since 1941. 
The recent index on tire prices (1926= 
100) ,* although showing nearly a 20% 
increase since 1941, shows less than 1% 
rise from the 1942 average. Ceilings on 
parts were recently removed. Car prices 
in 1942, according to the OPA, were 10% 
to 19% higher than in 1941. Record- 


1Bureau of Labor Statistics. 


Chart 2: 


Source: 


Weekly Stock Prices 


Standard and Poor’s Corporation 
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1942 
breaking sales, or around 6 million cars 
and trucks a year, within a year or two 
are predicted in various quarters. 


EARLY RELEASE OF TIRES 


Rationing of passenger-car and truck 
tires is scheduled to continue for an in- 
definite, but short period, until present 
shortages are corrected. Farm-implement 
and industrial-type tires are off the ra- 
tion list as of August 20, since supplies 
of all sizes and types are said to be ade- 
quate to meet requirements. Truck tires 
will become more plentiful by the end of 
September, with the possible release of 
some military stocks for commercial use 
in addition to large-scale output. Doubled 
output of passenger-car tires in the last 
quarter of the year will bring relief, if 
not an end of rationing, for civilian mo- 
torists. 

Reconversion to volume production of 
tires for civilian use can be accomplished 
within a period of thirty days, accord- 
ing to trade sources. 

John W. Collyer, president of the B. F. 
Goodrich Company, predicts that unra- 
tioned tires will be on sale by December. 
He estimates that the industry is cur- 
rently able to handle 110 million civilian 
tires annually, as compared with a pre- 
war theoretical capacity of 65 million. 
More than 61.5 million tires were pro- 
duced in 1941. 

The large deferred demand for tires is 
evident in the figures released by OPA 
Administrator Bowles. For the 24 mil- 
lion passenger cars on the road, using 120 
million tires, only 45 million new tires 
have been rationed since January, 1942. 
That leaves 57 million pre-Pearl Harbor 
tires and 18 million old spares to be re- 
placed, exclusive of the automotive in- 


28 UTILITIES 


1944 1945 
dustry’s demand for tires to equip mil- 
lions of new cars. Production to meet 
this enormous demand will be hampered 
by shortages of cotton cord, certain chem- 
icals, and skilled manpower. 


CONSUMER DURABLE GOODS AGAIN 

Large appliance manufacturers expect 
1942 models of washing machines, radios 
and other household items to be on the 
market by October or Christmas depend- 
ing upon cutbacks and OPA regulations. 
A nationwide cross-section survey, con- 
ducted by the Office of Civilian Require- 
ments, on the accumulated demand for 


Table 1: Sales and Demand of 


Electrical Appliances 
Source: Electrical Merchandising, OCR 
Thousands of Units 


Number Sold | Accumu- 
lated De- 
mand as of 
1939 | 1941 |May, 1945 
Mechanical refrigera- 
COPS is c)o.crdis 2 = creteenis 1,900} 3,500] 5,852 
Vacuum cleaners...... 1,436] 2,118} 4,501 
ROT ic cee nee 10,538] 13,700} 5,085a 
Electric irons......... 2,340} 2,900) 5,195 
Washing machines. .... 1,329| 1,892| 6,835 


aRadios were the only appliance for which a very high 
second-hand market was indicated. The number purchased 
exceeds the number sought unsuccessfully. 


appliances can be used as a guide for re- 
conversion. According to this study, the 
pent-up demand represents from two 
years’ sales at the 1939 rate for electric 
irons to five years’ sales for washing ma- 
chines. At the 1941 rate of sales, it would 
require two or three years to satisfy the 
unusual demand for most appliances. 
The question of price adjustment is 
an important factor in the problem of 
bringing these products to the consumer 
ISee The Business Record, June, 1945, p. 197. 
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Chart 3: Weekly Carloadings of 
Revenue Freight 


Source: Association of American Railroads 
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as soon as possible. Many of the larger 
producers believe that prices should be 
20% to 30% above prewar. However, 
the industry can do nothing until the 
OPA reveals its regulations. 


RETURN OF NYLON 


It will not be long, Thanksgiving or 
Christmas at the latest, before American 
women will be realizing one of their prime 
postwar plans. The War Production 
Board has removed the ban on the use of 
nylon and silk for stockings, and the Du 
Pont Company has resumed the manufac- 
ture of nylon yarn for women’s hosiery 
and other textiles. A substantially larger 
amount of nylon yarn than was used be- 
fore the war will be offered to the hosiery 
manufacturers: It is estimated that pres- 
ent capacity is sufficient to produce 360 
million pairs a year or eleven pairs for 
every woman. The annual capacity of 
nylon is now approximately 24 million 
pounds, about three times the prewar 
figure, and sufficient to meet the demand. 
To assure fair distribution, the National 
Association of Hosiery Manufacturers has 
suggested that retail sales begin thirty 
days after a stock pile of 3 million dozen 
pairs has been accumulated. Although 
the OPA has not yet set a price ceiling, 
nylon stockings will probably be sold at 
the 1942 price level. Restrictions have 
also been lifted on the use of nylon for 
slips, blouses or other garments. Manu- 
facturers maintain that only a few days’ 
production will be lost during reconver- 
sion. Employment in hosiery mills is ex- 
pected to increase about one third. 


MACHINERY 


Machinery, embracing a great diver- 
sity of fields, is confronted with varied 
reconversion problems. Chief factors will 
entail rearrangements of some facilities, 


Chart 4: Department Store Sales and Stocks 


Source: 


Federal Reserve 


Index Numbers, 1935-1939 =100; Seasonally Adjusted 
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settlement of contracts, and changes in 
the range of production, Inventories in 
most lines are well within balance. In 
general, demand for new equipment will 
depend upon the extent to which the 
flood of ultimate consumer funds meas- 
ures up to expectations. 

Thus far, production of machinery has 
held up well. The index* rose steadily 
from the middle of 1938, when it stood 
at 73, to 463 in November, 1943. The 
decline since then has not been pro- 
nounced, reaching 411 (preliminary) in 
May. 

In a recapitulation of reconversion aid 
supplied to industry, the WPB announced 
on August 24 that it had granted a total 
of 1,921 preferential ratings for construc- 
tion and equipment materials necessary 
for reconversion between April 1 and 
July 31, inclusive. Aggregate value of 
grants was $361,683,000. Of this amount, 
$50,141,000 was for machinery manufac- 
turers, excluding electric, almost half of 
which was for makers of agricultural ma- 
chinery. 

The machine-tool branch of the ma- 
chinery industry has a unique and amaz- 
ing record. The preponderance of its 
proportional war production contribution, 
considering the fact that facilities ex- 
pansion was not large, is without equal. 
Output during the three war years 1941- 
1943 was about equal to total production 
from 1911 to 1940. 

Machine-tool shipments have been de- 
clining sporadically since May, 1944. The 
July figure places the total at $32.5 mil- 
lion, a drop of 21% below the June total. 
This figure contrasts with the high of 
$132 million in December, 1942. The 

1Federal Reserve, 1935-1939 =100. 
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July decline is attributed to curtailment 
of lend-lease, and foundry bottlenecks. 
Net new orders also declined, to $7.6 
million, or 33% below June. Unfilled 
orders, at $240.3 million, showed a drop 
of 6.4% from June, representing about 
six months’ backlog. 

Early reports following victory indi- 
cated exceptionally good demand for the 
early future. Cancellations have been 
coming in slowly, and as yet there is little 
information of contractors’ intentions. 
Machine-tool builders as a rule are sub- 
contractors or sub-subcontractors and are 
the latest to learn of a cancellation. A 


Table 2: Machine-tool Shipments 
Source: National Machine Tool Builders Association 
Millions of Dollars 


Year Value Year Value 
19M chee Sorel 930 Mies. ones 96 
1915 LOSe NOSE eck en: 51 
TONG se. Sah ne APSE ee eee 22 
1917 168: NaM98S.. og. se 25 
1918. OI0mMIUSE, ee... 50 
1919. . ROW M985. 22. oe 85 
UC eee, 5 PS VaittO36... 25%... 133 
LOG cs. <c-ache SON LOST oc clousie 195 
LOGS 8 Neuen ian ASH LOSS. 2. 2 ns 145 
L925 eas oe TON LOSES evens 200 
TOO4A Ces cane 69) 1940... ces 443 
1925 .asee 86 || 1941.. 771 
1GGh eee ..: LOD) NL IDA2s2e.. ae) 1,922 
1927... Set OAS occ s sel! Ly ROO 
1928. 128 |} 1944.. 1,497 
1929. 185 


resort to possible foreign orders as a 
means of sustaining business will largely 
depend on credits released by the Export- 
Import Bank. 

Within the trade, there is considerable 
concern regarding financial structures. 
The industry is affected by the workings 
of the principles of derived demand, which 
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means that the further away an indus- 
try is from ultimate consumer demand 
the greater it is affected by changes in 
that demand. The index of machine-tool 
shipments rose from the yearly 1938 aver- 
age of 95 to a high of 1,039 in December, 
1942, while the index of industrial pro- 
duction advanced from 89 to 223.* 

The longer-term future is regarded in 
the trade as uncertain and will remain so 
until more definite trends are evident. Of 
the tremendous output during three 
years of the war, the government owns 
about 75%, while at the same time the 
industry is fully equipped to satisfy any 
postwar demand and has at present only 
about a six months’ backlog. 


AGRICULTURAL MACHINERY 


Active demand is expected for farm 
machinery following removal of quota 
limitation points on production for 
the year commencing July 1, 1945. Dur- 
ing spring planting there was a shortage 
of both seeding and harvesting machin- 
ery, and this shortage became more acute- 
ly realized as many farm workers were 
withdrawn under a new ruling of the 
Selective Service Board. The quota for 
agricultural machinery production during 
the twelve months ended June 30, 1945, 


Table 3: Production of Farm Machines 
and Equipment, Attachments and 


Parts 
Source: Department of Commerce 
Millions of Dollars 


was almost $700 million, including repair 
parts and attachments, and production 
lagged by only 10% on May 1. But the 
completed or nearly completed produc- 
tion quota failed by a wide margin to 
meet the WFA applications for farm ma- 
chinery for this season. 

During normal times the industry de- 
rives about half its dollar sales from 
wheeled tractors, but during the 1945 
season scheduled production was 60% 
behind demand. The Department of 


1Nationa]l Machine Tool Builders Association and Federal 
Reserve (1935-1939) = 100. 


Agriculture estimates a deferred demand 
for tractors amounting to 250,000 units. 
About 50,000 farmers annually were 
changing over from animal power to trac- 
tors. In addition, heavy foreign require- 
ments are expected. The improved finan- 
cial position of farmers, and the need for 
American food in devastated countries 
are also factors in potential farm equip- 
ment demand. 


TRANSPORTATION 


Railroad operating revenues are ex- 
pected to decline to levels well below 
those anticipated only a few weeks ago 
for the period just ahead, and well below 
the $9.5 billion mark reached in the fiscal 
year ending June, 1945. Carloadings dur- 
ing reconversion, it is anticipated by the 
railroad industry, will be substantially 
below wartime levels, which were about 
one quarter higher than in 1939 while 
ton-miles more than doubled. 

Orders for a large number of freight 
cars, including box cars and hoppers, have 
been canceled by the War Department. 
One important builder had 5,100 cars 
affected by the order, in various stages 
of construction. Another outstanding or- 
der for 1,600 troop carriers has so far 
not been affected. 

Domestic orders this year have been 
markedly below active levels, less than 
16,000 freight cars having been reported 
through July as compared with 93,000 
for the same period in 1941. This in- 
cludes both contract and company shops. 
Replacements have been unusually low 
during the war in comparison with 
traffic carried. 

Passenger equipment orders improved 
during June and July, with 312 cars re- 
ported. July was the best month so far 
this year, with 204 cars placed on order. 
Demand for passenger cars is expected 


Industrial and Manitions 
Production 

Sources: Federal Reserve; War Production Board 

Index Numbers, 1943 =100 


Chart 5: 


t) 
1940 


1941 1944 1945 
equal to four average prewar years’ out- 
put. 

The price of railway passenger cars is 
said by railroad executives to be well 
above prewar prices. However, specifica- 
tions are so different that comparisons 
on a car-to-car basis are not conclusive. 

Air carriers and shippers are actively 
canvassing possibilities of freight carriage 
by air. If feasible on a large scale, freight 
will consist generally of perishable food- 
stuffs and durables of high value per 
pound weight. 


Shipbuilding 

Output of merchant vessels has been 
contracting severely during the past year. 
The Maritime Commission hastened this 
trend late in August by canceling con- 
tracts for 185 ships. However, the de- 
mand by shipping companies for “tailor- 
made” vessels suited to particular runs 
rather than for the standard craft pro- 
duced in such vast quantities during the 
war should keep the old-line yards busy 
for some years. Disposition of war-built 
yards and upwards of 2,000 ships has 
not been determined as yet. As indi- 


Table 4: Outlays for Plant and Equipment 


Source: 


Department of Commerce 


Millions of Dollars 


Industry 


1Postwar year 


to be active, particularly in view of the 
complete suspension of construction dur- 
ing the war. A Philadelphia builder has 
a large new plant prepared to meet the 
expected demand. With Army demand 
sharply reduced, available capacity for 
domestic needs is ample. The backlog of 
domestic passenger-train equipment or- 
ders to August 1 was 1,155 cars, almost 


1929 


1,140 

875 
2,015 
2,739 


cated in the chart, surplus tonnage under 
present estimates of trade requirements 
may include most of the present mer- 
chant fleet. 


ELECTRIC POWER 


The U-1 power order is in the process 
of amendment so as to provide for its 
final revocation September 30, at which 
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Chart 6: Production of Textile Fabrics and Wool! Textiles 


Source: 


Federal Reserve 


Index Numbers, 1935-1939 =100; Seasonally Adjusted 
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1Based on carpet wool consumption, apparel wool consumption, woolen and worsted yarn spindle hours, and broadloom 


hours opera’ 


time the Office of War Utilities will be 
completely disbanded. This will mean 
that all wartime utility controls cease, ex~ 
cepting those on inventories. 

Although there has been a modest de- 
cline in electric output since the begin- 
ning of the year, the July total of 4,345 
million kilowatt-hours is still well within 
the range of wartime totals. 

The electric power industry differs from 
most others in the postwar economic re- 
habilitation period. Power being the un- 
derlying force of most war output, it was 


Table 5: Electric Power Production! 
Source: Edison Electric Institute 


Millions 

Year Kilowatt 

ours 

A 2,260 
ROMO cs ox ss + 2,144 
EE ere 2,396 
0 ee 2,684 
a 3,142 
Ere ae 3 oe 8,548 
re 4,151 
REDO Fis. 's't= 4,386 


1Including government-owned plants. 


essential that urgent needs for labor, 
maintenance, and some expansion of fa- 
cilities be met; so capital outlays were 
relatively high. Power production in 1944 
was about 83% above that in 1939;. but, 
nevertheless, if the anticipated $200 bil- 
lion’ national product is to be achieved, 
the electric utilities must expand their 
capacities. The gas and electric utilities 
have planned outlays of more than $700 
million for construction and _ repairs. 
However, this is quite in line with ex- 


1Survey of Current Business. Does not include govern- 
ment plants. 


penditures for this purpose in the last 
seventeen years, with the exception of 
1929 when the outlay amounted to 
$1,140. 

The largest increase in expenditures is 
indicated for the East North Central 
power region, although the South Central 
region will show the greatest percentage 


rise. 


STEEL DECLINES 


Steel operations declined from more 
than 100% of rated capacity in the latter 
part of 1943 to 86.5% in July, 1945, and 
then fell below 70% with news of vic- 
tory over Japan. At the end of August 
there was a tendency to recover a few 
points. The trade generally felt opti- 
mistic toward recovery of substantial di- 
mensions through the next few months, 
despite the fact that munitions are sched- 
uled to drop from the position of major 
consumer to only 4% of possible steel 
supply in the fourth quarter. 

Ingot output of slightly more than 50 
million net tohs in the first seven months 
of 1945 was nearly 2.5 million tons less 
than a year earlier. The seven-month 
output of 1944 was practically equal to 
the year’s output in 1939. Shipments of 
finished products in the six months of 
1945 were 30.9 million tons, off .9 million 
tons from a year ago, with plates down 
and sheets up. Prices of steel were 
changed little through the war period un- 
til this year, the rise in composite prices 
now being between 3% and 5% in a year, 
according to various methods used by 
trade papers. 

Pig iron was marked up $1 a ton early 
this year. Scrap, in contrast with weak- 

1Survey of Current Business 


ness a year ago when it looked as if the 
war in Europe would soon end, remained 
steady in the first few weeks after the 
actual end of the war. This seemingly 
anomalous situation reflects limited stocks 
of scrap, the expectation of recovery in 
mill operations, and the fact that output 
of manufacturers’ scrap will be low while 
reconversion is in process. Although cut- 
backs have been slow, compared with 
some other industries, and the task of re- 
scheduling the flow of orders through the 
mills is tremendous, more steel will be 
available for civilian use in the fourth 
quarter than ever was used in a similar 
period prior to the war. 


COPPER FACES SURPLUS 


Shipments of refined copper to do- 
mestic users in July extended the decline 
that had been in progress several months. 
At 88,661 net tons, July was the lowest 
in exactly five years and only 41% as. 
large as the peak reached in March. Con- 
sumption by mills did not rise quite so 
high as deliveries, and in July had been 
cut slightly more than in half, to a shade 
under 80,000 tons. These trends reflect 
acceleration and subsequent cutbacks in 
munitions, especially ammunition, made 
prior to the end of the Japanese war. 
Subsequent information indicated that 
military demand for copper would be cut 
98% in the fourth quarter. 

Demand in the immediate future will 
depend on swiftness of cutbacks and 
speed of reconversion. At any rate, an 
abundance of copper is indicated, as pro- 
ducers’ stocks of refined copper had re- 
covered to 76,166 tons on July 31, from 
less than 52,000 tons on March 31. In 
addition, the government has a growing 
stock pile of several hundred thousand 
tons. The government’s holdings of for- 
eign copper, however, cannot be used in 
domestic business unless the user pays 
the four-cent duty. Some of it probably 
will be used to manufacture export prod- 
ucts. 

It has generally been accepted that the 
copper industry would be confronted with 
a huge postwar surplus of metal, much 
of it in scrap. Two immediate problems 
will be the question of government stock 
piling of surplus and what to do about 
premium prices paid by the government 
to sustain output. About a quarter of 
1944 domestic output was at premium 
prices. Output of domestic mines has 
been falling. 


LEAD STILL TIGHT 


Shipments of less than 37,000 tons of 
pig lead in July were the smallest for 
any month since 1939, and the total of 
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Chart 7: United States Merchant Fleet 


Sources: Maritime Commission; Harvard School of Business 
earc. 
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293,368 tons in seven months was nearly 
38,000 tons less than in the similar period 
a year ago. Limited activity in this 
metal in recent months resulted less from 
the demand situation than from stringent 
supplies and drastic WPB limitations. 

Despite a large amount of imported 
and secondary material, production of re- 
fined lead in July remained relatively low, 
bringing the seven-month total to 315,- 
000 tons, nearly 15,000 tons less than a 
year earlier. As a result of use limita- 
tions, refinery stocks have been recover- 
ing gradually from the extremely low 
level of less than 20,000 tons at the end 
of 1944 to more than 41,000 tons on 
July 31. As lead production has declined 
throughout the war period in the face of 
urgent demand and premium prices, am- 
ple supplies appear to depend on con- 
tinued large imports. Lead is not both- 
ered by surplus in the way many other 
materials are. Limitations on use have 
been partly removed. 


ZINC SHIPMENTS FALL 


Shipments of slab zinc toppled from 
the record-making level of more than 94,- 
000 tons in March to less than 52,000 
tons in July, smallest monthly total, with 
one exception, in more than five years. 
Production trends in the past year have 
lagged behind shipment trends on both 
the rise and the fall, with the result that 
stocks are piling up. The July level of 
197,000 tons was equivalent to nearly 
four months’ current shipments, while the 
same level of stocks in February was then 
equal to somewhat more than two 
months’ shipments. With munitions de- 
mand drastically reduced, it appears that 
zine will be in ample supply during the 


Chart 8: Weekly Rates of Steel-mill 
Operations 
Source: American Iron and Steel Institute 
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reconversion period. Subsequently, ac- 
cording to certain trade estimates, con- 
sumption will recover to a level of 60,000 
to 70,000 tons a month, with galvanizing 
instead of brass making again becoming 
the chief outlet, as it was prior to the war. 


ALUMINUM EXPANSION REVERSED 


Production and consumption of alumi- 
num have been boosted more by war con- 
ditions than any other major metal. Even 
after substantial curtailment from peak 
operations, recent monthly tonnages have 
been several times as large as in 1939, a 
peak year up to that time. Primary out- 
put dropped below 89 million pounds in 
November, 1944, and then was built up 
again a little above 100 million pounds 
monthly in the past spring, but at this 
level a tight situation was threatening 
just prior to final victory. 

Primary output in seven months of 
1945 was 693 million pounds, or 362 mil- 
lion pounds less than a year earlier. Sec- 
ondary output for the first half of 1945 
was 379 million pounds, a gain of 48 mil- 
lion pounds. Shipments of products 
meanwhile were more stable and did not 
reach an annual peak until last year. In 
five months of 1945 shipments of prod- 
ucts were 1,081 million pounds, 13 million 
less than a year earlier. 

The extent to which production and 
manufacture will be curtailed has not 
been announced. The whole situation is 
closely bound up with disposal of the 
enormous government-owned capacity, al- 
though privately owned capacity is also 
far above prewar level. Military require- 
ments will be cut 90% in the period just 
ahead, but the future level of activity 
will be partly related to the policy on 
military aviation. Much evidence points 
to substantially larger industrial con- 


Chart 9: Slab Zinc Shipments and 
Stocks 
Source: American Zinc Institute 
Thousandsof Net Tons 


250 


200 


a JULY 

V/ 197.0 
BRE a 

(END OF PERIOD), 

f| 

DOMESTIC SHIPMENTS PARE. 


1939 1940 1941 1942 1943 1944 1945 


sumption of aluminum than in the pre- 
war era. Unlike other metals, price as 
well as use controls have been removed. 
A part of the surplus problem will be an 
enormous tonnage of scrap from planes. 


MAGNESIUM MAKES WIDE SWING 


Magnesium expansion on a_percent- 
age basis has exceeded even that of alu- 
minum in the war period, although in 
tonnage this lightest of metals still 1s 
much smaller than the major nonferrous 
metals. 

Primary output reached a peak of 
368 million pounds in 1948, fifty-five 
times as much as in 1939, a high record 
up to that time. Through last year, cur- 
tailment was drastic, output dropping 
from nearly 42 million pounds in January 
to 8.5 million pounds in December. In 
the first half of this year output ran 
mostly between 6 million and 7 million 
pounds a month, but increased in July 
to 9.2 million pounds. Government plants, 
which constituted the overwhelming bulk 
of wartime expansion in capacity, were 
practically closed by 1945. 

Shipments of castings and wrought 
products did not reach a monthly peak 
until about a year ago, since when there 
has been a drastic reduction in extru- 
sions, while sheets have increased and 
castings have not fallen off a great deal. 
Little information has been given out 
on uses in chemical warfare. Monthly 
production of primary magnesium has re- 
cently been about on a par with pre- 
World War II annual production. 

Although the peacetime prospect is 
generally regarded as favorable, com- 
pared with prewar demand, its size re- 
mains uncertain. 


OUTLOOK IN ORES VARIES 


Consumption of iron ore and ferroal- 
loys is largely dependent upon the demand 
for steel, which has recently been re- 
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duced. During the last two years of the 
war, supplies proved adequate and re- 
strictions on ferroalloys were consider- 
ably eased. It is therefore unlikely that 
shortages will soon occur again. Never- 
theless, domestic reserves of some of the 
ferroalloy ores are of only one to four 
years’ duration, so that imports appar- 
ently will be necessary, as they have in 
the past. 


Boron Important 


The use of boron metal in steels devel- 
oped during the war has proved immense- 
ly important since it could be substituted 
for alloy metals that were difficult to ob- 
tain. Furthermore, only small quantities 
are needed for imparting the same quali- 
ties of hardness in ‘steels, about 260 times 
less boron than nickel being required for 
this purpose. Boron is recovered from the 
mineral borax which occurs in salt cakes 
and saline marshes in the West, where it 
is produced and processed, mainly in 
California. Domestic supplies of borax 
and other commercial borates will appar- 
ently be adequate for a long time. 

Since reserves of boron and molyb- 
denum are seemingly sufficient, and like- 
wise those of nickel in near-by Canada 
and Cuba, along with semiadequate re- 
serves of tungsten and vanadium, the 
ferroalloy situation is encouraging. Nev- 
ertheless, shortages of chromium and 
manganese deposits in North America 
could, under certain circumstances, ad- 
versely affect steel supplies. 


Tin Still Short 


Tin is one of the few metals remaining 
in short supply and likely to continue so 
for at least a time.’ Since the bulk of 
world supplies, cut off by the Japanese, 
is obtained from British Malaya and 
the Dutch East Indies, adequate im- 
ports will have to await the renewal of 
mining operations there. This is expected 
to involve installation of new equipment 
and the training of labor, which may re- 
quire much time. In the meantime, do- 
mestic supplies will probably continue to 
dwindle, owing to the inadequacy of im- 
ports from Bolivia and Africa. As bronze 
munitions parts required much tin, cut- 
backs probably will benefit supplies for 
tin plate, solder and other civilian uses. 


CHEMICALS RELEASED 


In the chemicals field, nearly a hun- 
dred orders and schedules were revoked 
by the WPB, in most cases effective by 


See The Business Record for Au 1945, p. 275 

2A late report indicates that smelting has been resumed 
at smelters, but the size of available supplies is 
not yet This news is far more favorable thon had 
been expected. 


the end of August. Most of these chem- 
icals were controlled by allocation order 
M-300. Chemicals remaining under WPB 
control until September 30 include car- 
bon black, phthalic anhydride (used 
mainly in the plastics industries), syn- 
thetic organic detergents, glycols, peroxy- 
gen and bismuth chemicals. 


tated, thus enabling the chemical indus- 
try to exploit vast opportunities now 
opening up. The Committee for Eco- 
nomic Development has estimated that 
peacetime markets for the chemical in- 
dustry will soon be expanded nearly 60% 
above those in 1939 (see Table 1). The 
value of chemical manufactures, which 


Table 6: Value of Chemical Manufactures in 1939 and Estimated 
Value in 1947 


Source: Committee for Economic Development 
Millions of Dollars 
At 1939 Price Level % Increase 
Industry 1947 over 
1947 ang 

AVON GUC HINeE PLOGUCES Wes As cio Shige © sis c.c.+ SUM eo eit 247.1 575.5 132.9 
Word mayal nlsres. e120 pie ancan te oe Ie cid oe Spee eres 14.1 24.8 75.9 
LYSy nl 7 A a oe SA IO ee Bn UE, So ey hc ee eae eae 185.7 282.0 51.9 
Tanning materials, natural dyestuffs, mordants, assistants and sizes 42.2 65.4 55.0 
IASI SLCLINING Aare ART ieee ee eee ee ee ore 2 aii ea es 1 ii feats 203.3 161.6 
RUSTIODIN EN eset. « Cee 2 ee MEME... 5, Massblo dare 1b bye fa Ws | 106.4 49.6 

Compressed and liquefied gases—not made in petroleum refineries 

pr anstral gasoline DIANE. «proce > fetch. +> sees e bv esate eee 53.4 116.1 117.4 
Bone black, carbon black and lampblack....................... 14.6 24.3 66.4 
PU SNebstip 11a ee SISTA Set IE ee Ne oo clea oo dueteia eleretaaave-«,01° 49.1 62.2 26.7 
ine achicha Pettey. Nera a ot Odense ee ie rier = 34.3 40.3 17.5 
Mucilage, paste and other adhesives, except glue and rubber cement 4.2 5.3 26.2 
Pails, SPoisues BUG ACGUCNS soo a.ss aro cient ee b0e be bes op ee be bee 435.0 633.0 45.5 
COlorsiard pismenise «| wee) Seem. Naas Ste. o apiesy ae odes 83.9 125.6 49.7 
Cottonseed oil, cake, meal and linters.............--.2--2+2000+ 171.5 168.6 7 
Drugs and medicines (including drug gringing)...............--. 365.0 522.3 43.1 
Perfumes, cosmetics and other toilet preparations.........--..... 147.5 218.8 48.3 
Insecticides, fungicides and related industrial and household chemi- 

PA COMMPOUDUEN H Oe MRE For Oe E. Peres s «laid Soin a8 + 93.4 136.9 46.6 
PGA TATA Oly Berit is eee eros Ae einee Ri. >. des ae es ons oe 302.6 373.8 23.5 
Chemicals not elsewhere classified (including synthetic rubber)....| 839.8 | 1,481.1 76.4 
PRU EDO Rae tne tase Wate ee cia ile hoe ecing ce os Leo TTI A Re oe 501.5 741.6 47.9 

Total chemicals and allied products..............20000000005 3,733.7 | 5,907.3 58.2 


Among the more important chemicals 
to be released on August 31 are chlorine, 
distilled spirits, coal tar, formaldehyde, 
styrene, benzene, acetic acid, various 
resins, viny polymers, aniline, sulphuric 
acid, potassium carbonate, acetone and 


in 1939 amounted to $3,734 million, is 
expected to rise to $5,907 million in 1947." 
Largest increases are estimated for rayon 
and allied products, for compressed and 
liquefied gases, and most of all for plastic 
materials. 


Table 7: Monthly Shipments of Steel for Metal Cans 
Source: War Production Board 
Thousands of Tons 


Year January February March April May June 
SEF oc et A ee & ole 153,55 0 92 91 104 95 110 155 
TPG. 22 PO Ss Ooze e Pees 107 115 136 136 168 204 
SOSDII: 354 Pens Pee oh nse, aie 154 147 182 18] 208 219p 

Fruits and Vegetables 
URGES eee 1s ap en ee Sees 33 37 } 40 34 5+ 91 
Eye = 35 | 40 ) 45 ) 48 | 54 91 
LOGS: Sse cee hi She eo Fe kee Fess 46 42 50 52 58 = 81p ; 
pPreliminary. 


miscellaneous chemicals covered by order 
M-340. Removal of controls on silica gel, 
used in refrigerating, packaging and air 
conditioning, has already been effected. 
Removal of restrictions on other chemi- 
cals is expected shortly. 

As the result of releases at the end of 
August, a huge expansion in the produc- 
tion of civilian supplies dependent chiefly 
on chemical processes has been facili- 


New chemicals developed by intensified 
wartime research are about to be placed 
on the market, and peacetime research 
is being greatly expanded. This trend is 
indicated in a survey of chemical appli- 
cations pending in the United States Pat- 
ent Office, which further discloses inno- 
vations in manufacturing methods as 


well. 


IExpected to be first full peacetime year at time of 
CED survey. 
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Chart 10: Consumption of Chemicals 
Source: Chemical and Metallurgical Engineering 
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Plastics Pushed 


Research in the fields of synthetic rub- 
ber, drugs and plastics is also being 
stressed. One evidence of postwar expan- 
sion in plastics production is a new 400- 
acre plant near Parkersburg, West Vir- 
ginia, planned by E. I. DuPont de Ne- 
mours & Company, which already oper- 
ates large plants devoted to plastics. 

All government allocation controls over 
plastics are expected to be revoked 
shortly, thus giving the green light to pro- 
duction in that branch of the chemical 
industries where the greatest expansion 
is anticipated. Plastics are likely to find 
extensive uses for prefabricated houses, 
garages and shops, as well as for auto- 
mobiles. Synthetic resins will find wider 
uses in adhesives, coatings, and textiles. 
Large items in the increased utilization 
of plastics will probably include substi- 
tutes for natural fibers, metals and wood. 
The Monsanto Chemical Company has 
recently perfected a plastic armor said to 
have greater penetrative resistance and 
afford greater protection than steel. 


Chart 12: 


Sources: 
Percentage of 


United States Production of Paper and Paperboard 
American Paper and Pulp Association; National Paperboard Association 
Rated Capacity 


Paint Trade Benefits 


The use of plastic resins in coatings 
and adhesives, which have recently been 
made available in large amounts, will 
greatly benefit the paint trade. A com- 
plex situation, however, has developed 
owing to the retention of controls on 
carbon black until September 30, although 
butyl alcohol, chrome pigments, urea and 
several others were released on August 31. 
Increased allowances of pig lead for the 
manufacture of white lead will have de- 
layed benefits, owing to the lengthy de- 
velopment of necessary corrosive action 
in lead. Stringencies of drying oils will 
likewise persist for some time to come. 


the powerful insecticide D.D.T. on Au- 
gust 31. The current output of this 
chemical is sufficient to meet civilian 
needs. On the other hand, civilians may 
have to wait until next spring for ade- 
quate supplies of French perfume as the 
industry in France is being held up for 
lack of coal and certain raw materials. 


GREEN LIGHT TO RADIO 


Unlimited production of radios has 
been permitted by WPB, following the 
cancellation of 80% of government orders 
outstanding on July 1. The remaining 
contracts, which will be protected by 
priorities, are not likely to interfere with 


Table 8: Federal Financial Statistics 
Source: Treasury Department 


Millions of Dollars 
1945 1944 Monthly Average 
Item 
July June May April July 1945 1944 
Expenditures....... 8,395 9,466 8,955 7,869 7,951 8,197 7,927 
Net RFC war loans. . 71 113 32 -68 47 39 224 
War costs. . ins 7,324 7,837 8,156 7,139 7,201 7,502 7,253 
Other expenditures. P 1,000 1,516 767 798 703 655 451 
Revenues........... 2,239 5,699 2,903 2,747 1,870 3,702 3,634 
Deficit. . ih 6,156 3,767 6,053 5,121 6,081 4,495 4,293 
General fund balance. .| 22,082 24,698 9,625 11,366 21,924 Set 
Debt (total)... concn. 262,550 | 259,115 | 240,003 | 236,224 | 210,138 
War savings bonds 
lew ee eae eee 8 1,294 2,178 1,540 838 2,125 1,241 1,292 
Redemptions. ....... 406 383 404 381 220 346 191 


Output of photographic paper and 
chemicals for civilian use has also been 
resumed. Camera supplies, however, will 
probably remain short until the end of 
the year. 

A high degree of protection against 
flies, mosquitoes and other insects is being 
made available to the average house- 
holder, following removal of controls on 


civilian production. Three and a half 
million radios may be placed on the mar- 
ket before the end of the year, accord- 
ing to a WPB official. 

Controls on electronic equipment (M- 
265 and L-272) have also been lifted. 
Wartime inventions open up large fields 
for industrial electronic controls, for which 
there is already considerable demand. 
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Chart 13: 


Source: 


Weekly Slaughter of Livestock at Fifteen Centers 
The National Provisioner 
Thousands of Head 


Closely related to electronics is the 
technology of the awesome atomic bomb. 
Physicists and engineers are seeking to 
invent devices for harnessing the power 
contained in the bomb for use in industry 
for the benefit of mankind. Some believe 
that the power unleashed by the splitting 
of the atom may ultimately replace pow- 
er obtained from coal, oil, and water, and 
will propel automobiles, trains, and 
planes. Most experts, however, agree 
that a long time will elapse before means 
of power and locomotion will be revolu- 
tionized and that the immediate impact 
on industry will result in extended re- 
search rather than in the radical altera- 
tion of manufacturing methods or out- 
put. Electronics has had more to do with 
controlling the flow of power (from dis- 
integrating atoms) than with generating 
power. The remarkable advances made 
in this field during the war should go 
far toward solving the problem of con- 
trolling atomic disintegration. 


PAPER SUPPLY OUTLOOK 
IMPROVING 


The outlook for the supply of paper 
other than newsprint has become con- 
siderably brighter since the Japanese sur- 
render. The War Production Board has 
lifted use restrictions on the printing and 
publishing industry, except newspapers. 
Newsprint, however, will remain scarce 
for several years and the WPB has an- 
nounced an expansion of controls over 
its use. 

At the same time all production limi- 
tations on a variety of paper and paper- 
board products have been lifted. 

This does not mean that the paper 
supply situation has improved, but rather 
that decreased military requirements have 
relieved the scarcity for civilian uses. The 
1945 production of paper and paperboard, 
based on the first six months, is esti- 
mated at 17.4 million tons, 2% above 


1941 and 29% greater than the 1939 pro- 
duction. Results of the reduction in 
Army and Navy orders may not be im- 
mediately noticeable because of some 
continued need of packaging for the Armed 
Forces still overseas and relief shipments 
abroad. The salvage of waste paper will 
still be necessary. 


FOOD 


The frozen-food industry is likely to 
expand to significant proportions.” Home 
and farm freezers may reach a high mark 
in the first year after V-J day. Com- 
mercial shipments of frozen products are 
reported to be increasing in some lines. 
Frozen fruit juices, including orange juice, 
are attracting the interest of food factors 
not yet in that field. High flavor and 


1Rise of the Frozen Food Industry,” The Industry 
Record, July 26, 1945. 


vitamin retention, as well as economies in 
packaging, are asserted in some quar- 
ters to favor considerable peacetime vol- 
ume. 


Bread and the Grains 


Staples such as bread will hardly be 
affected by transition to peacetime condi- 
tions. Unlike the last war, when quality 
was poor because of the scarcity of good 
ingredients, bread quality in this war was 
carefully maintained. The sugar shortage 
was hardly restrictive. High vitamin and 
mineral content was important in view 
of the limited supply of fruits, vegetables 
and meats. 

The supply of wheat has been ample 
both for domestic needs and for export. 
Present supply, as reported in August, is 
estimated at 1,442 million bushels, in- 
cluding 1,146 million bushels of the new 
crop. Of the 281 million bushel carry- 
over, the CCC owns 91 million bushels. 

The wheat crop may decline, with acre- 
age dropping sharply owing to the avail- 
ability of better fertilizers and other fac- 
tors. With more canned food likely and 
more meat available, domestic wheat con- 
sumption is likely to contract slightly. 

An upswing in domestic supplies of 
canned food is indicated for the remainder 
of the year, with rationing restrictions 
removed and army set-asides likely to be 
cut drastically. 


DEPARTMENT OF INDUSTRY STUDIES 
Division of Business Statistics 


Notes on Reeonversion 


Reconversion Pricing 


An industry-wide program “for the 
purpose of adjusting the price controls 
of industries reconverting from war to 
civilian production” has been announced 
by the Office of Economic Stabilization. 

Basically, the plan permits increases at 
the production level where costs have 
increased sufficiently over 1941 levels to 
interfere with maximum production. At 
the same time, the OES expects to be 
able to maintain prices which consum- 
ers must pay at relatively close to their 
present level by requiring that wholesal- 
ers and retailers absorb a substantial part 
of the increases allowed manufacturers. 

In order to avoid rises in living costs 
of low-income and medium-income fami- 


lies, a provision is included whereby 
manufacturers may be required to pro- 
duce the same proportion of inexpensive 
items compared to luxury items as in 
1941. This regulation will be enforced 
only if the OES decides that the stabiliza- 
tion program is endangered. 


Special Pricing Methods 


A pricing program which offers new, 
small-volume manufacturers alternative 
methods of determining prices of most 
consumers’ goods other than clothing be- 
came effective September 5. To qualify 
under this OPA order, manufacturers may 
not have been engaged in the production 
of civilian goods prior to September 1, 
1944, and their total net sales to civilians 
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in the six months prior to reporting new 
ceiling prices under this order and esti- 
mated sales in the following six months 
may not exceed $100,000. 

In the case of a manufacturer who has 
had ceiling prices established since Sep- 
tember 1, 1944, but has found these ceil- 
ings to be unsatisfactory, new ceiling 
prices may be computed on the basis of 
current costs, plus a specified profit mar- 
gin,ifhe has been in production for three 
months or more. The margin to be added 
is the “full average peacetime profit mar- 
gin” of the industry which the manufac- 
turer is entering. Where the manufac- 
turer has not been in production for three 
or more months, he may estimate his cur- 
rent costs. In this case, he must recom- 
pute his ceiling prices after three months’ 
operation, using actual costs for the pe- 
riod. These new ceiling prices must be 
filed within thirty days after the com- 
pletion of three months’ operation. 

The other method of determining ceil- 
ing prices is for the manufacturer to se- 
lect a product comparable to the one 
which he intends to manufacture and 
adopt the ceiling price for that article, 
plus such adjustments as are necessary 
as a result of material differences in pro- 
duction costs between the two articles. 

Whichever method the manufacturer 
selects, he must file his proposed ceiling 
prices with the OPA district office, to- 
gether with supporting evidence, on a 
standard form that will be’ available at 
OPA offices after September 5. The man- 
ufacturer may begin to sell at his own 
estimated price twenty days after filing, 
except in cases where the OPA requests 
additional information. These cases re- 
quire an extra twenty days of waiting. 

Manufacturers who have computed 
their estimated prices incorrectly, or who 
are ineligible, will be so advised by the 
OPA. 


WPB Program 


Reconversion policies to be followed by 
the War Production Board were an- 
nounced by Chairman J. A. Krug at a 
meeting of representatives from various 
fields of industry on August 22. As a 
result of the sharp drop in military needs 
following the surrender of Japan, the 
WPB plans to drop many of its controls 
immediately. 

A few controls which are necessary to 
prevent dislocations in reconversion of 
industry or in prices will be retained un- 
til the conditions requiring them are cor- 
rected. Orders which will be retained 
include “conservation measures for tin 
and rubber, certain distribution controls 


covering textiles, leather, forest products 
and a few other materials, and orders 
governing the use of particularly scarce 
imported materials.” 

Except for these few materials which 
remain critical, the WPB expects sup- 
plies of most materials to be relatively 
plentiful by the fourth quarter of 1945. 
Accordingly, AA priorities and CMP al- 
lotments are abandoned for all deliveries 
after September 30, except for textiles. 
AAA priorities and directives will be con- 
tinued, but will be used to a constantly 
decreasing degree, and MM ratings will 
be retained for the protection of military 
requirements. A new CC rating, to as- 
sist individual firms in the event of ex- 
treme bottlenecks, may be granted in ex- 
treme cases, but it was indicated that 
this new rating would be used sparingly. 


SWPC Operations Continue 


Loans to small businesses by the Small- 
er War Plants Corporation will not be 
affected by the termination of active hos- 
tilities of World War II, according to a 
recent statement by Maury Maverick, 
chairman and general manager of the 
corporation. At the same time, he par- 
ticularly emphasized the services avail- 
able to small business from the SWPC in 
connection with the termination of war 
contracts. 

During the three years it has been in 
operation, the SWPC has authorized $333 


million in financial assistance to small 
plants. 


July Surplus Sales 


Surplus property, costing $42 million, 
was sold for $14 million during July, ac- 
cording to a recent announcement by the 
Surplus Property Board. This was a 
sharp drop from the peak established the 
preceding month and was attributed to 
the board’s regulation establishing a 
thirty-day period in which federal, state, 
and local governments could exercise their 
purchase priorities under the Surplus 
Property Act. While these priorities will 
continue, the initial freeze in property 
which reduced the total for July, while 
the program was being adopted, has prdb- 
ably been passed. 

Disposals of capital and producers’ 
goods, including heavy machinery, in- 
dustrial equipment, and raw materials, 
amounted to $28 million in July (original 
cost) as compared with the peak May 
total of $40 million. In consumers’ goods, 
disposals dropped to $11 million in July, 


.from the June peak of $21 million. | 


Property costing $447 million was de- 
clared surplus during July, bringing total 
inventories of surplus property to $2,517 
million at the end of the month. Of this 
total, about 68% was composed of non- 
salable aircraft. 


Division or Business PRACTICES 


Production of Office Machines 


Data on office machinery, heretofore 
unavailable, were released about the end 
of August by the WPB. The machines 
represented are those for which a produc- 
tion program was authorized by the 


machines was completely prohibited dur- 
ing 1942 and 1943. Output was permitted 
on a limited scale in 1944. The accom- 
panying table represents~ sales of all 
classes, either by dollars or units, for the 


Office Machines Produced in War Years 


Source: War Production Board 
1942 (June 
1941 through 1943 1944 
December) 
Value of products for which retail price is 
avalable-cnecac mucin ace mathitevies Stuns $148,711,000 | $41,312,000 | $67,248,000 | $88,040,000 
Number of typewriters and office compos- 
Ig THACIIMER, so, wcetancisicls «aie sie os ectiels 1,289,189 386,552 135,083 224,944 
Number of punched-card tabulating and 
microfilm machines..................: 20,142 6,338 9,802 10,741 


WPB. The limitation directives which 
were put into effect in March, 1942, and 
were rescinded in May, 1945, affected 
typewriters and office machines. 
Production of certain types of these 


periods covered. The data represent 
practically 100% of the industry, imas- 
much as it was obtained from monthly re- 
ports which the manufacturers were re- 
quired by law to submit to the WPB. 


Selected Business Indicators 


Percentage Change 


1945 1944 
June, 1945 | July, 1048 pred li mae 
June May April July, 1945 July, 1945 Ist ieientns 
Industrial Production 
otal (PRB) (8) 52. i. 5 Pe otis oes? 1935-39=100 |p 212 |r 220 226 |r 230 230 6 7.8 4.5 
Manufacturing (FRB) (S)........ 1935-39=100 |p 224 |r 23315 | 7 241 247 246 -3.9 -8.9 -5.0 
Durable goods (FRB) (S)....... 1935-39=100 |}p 291 |r 308 326 336 347 -5.5 -16.1 -8.8 
AT pa eS 000 net tons |p 7,000 |r 6,842 |r 7,452 7,292 7,498 +2.3 ~6.6 4.7 
ak: Sie dh tha diidirs 000 net tons 4,801 4,605 i5,016 4,786 5,157 +4.3 6.9 ~7.2 
Copper (refined).............- net tons 72,995 74,377 95,319 75,436 93,650 -1.9 22.1 -20.9 
Lead (refined)...............- net tens 40,300 38,626 45,848 46,511 40,471 +4.3 -0.4 —4.4 
nc (SlAD)scer ccc cc cre see tees net tons 65,806 66,607 69,440 68,223 72,947 -1.2 -9.8 -14.3 
Glass containers............-- 000 gross n.d. 8,702 9,295 8,524 8,966a -6.4b -2.9¢ -1.1d 
aber iat ihc. as svadtes ee sees million bd. ft. n.d. 2,530 2,525 2,276 2,730a +0.2b -7 .3¢ -12.2d 
Machine tools!..............-- 000 dollars p 32,521 41,040 39,825 40,170 32,753 -20.8 0.7 -15.5 
Machinery (FRB)............ 1935-39=100 |p 370 |r 393 411 420 435 -5.9 -14.9 -7.6 
Transportation equip.(FRB)...|| 1935-39=100 |}p 523 |r 574 |r 615 651 704 -8.9 25.7 -13.1 
Nondurable goods (FRB) (S)...|| 1985-89=100 |p 169 173 173 174 165 -2.3 +2.4 +1.1 
MUOLEON secs i matteere Siete Meiercidtn bales 673,087 786,063 830,568 769,678 723,402 -14.4 —7.0 2.2 
VOT: Mork etre ee celal tate uts million poun n.a. na. |p 62.2 56.9 58. 5f +9.39 +6.3h +9.37 
PRAY OU VEIN. . cco 5 scrs.6.e o1eisls'oe ¢ million pounds 47.9 |r 50.6 52.9 48.8 41.3 -5.3 +16.0 +13.9 
Food prod., mfd. (FRB) (S)...|} 1935-39=100 ||p 146 |r 151 |r 153 160 153 3.3 —4.6 -0.6 
Chemicals (FRB) (S)........ 1935-39=100 |p 312 320 318 318 314 2.5 —-0.6 -5.2 
Newsprint, North American. . .}} short tons 354,552 355,120 356,292 332,925 326,083 0.2 +8.7 +6.3 
LE a Se bbi-4 SEDER Ea ee % of capacity 80.8 91.2 89.8 88.1 80.3 -11.4 +0.6 +0.7 
PaperbOardy.<.ccecs ese ys oes % of capacity 86 96 96 97 85 -10.4 +1.2 +0.6 
Boots and shoes’........... ..|] thous. of pairs || e 35,000 43,794 |r 43,818 41,519 31,976 -20.1 +9.4 +7.7 
Cigarettes (small)?............ millions 21.815 | 24,311 | 21,280 | 17,090 | 20,278 -10.3 +7.6 +0.8 
Mining (FRB) (S)...........-+-- 1935-39=100 ip 144 |r 144 138 140 139 0 +3.6 +0.5 
Bituminous coal.............. 000 net tons || p 47,460 51,590 50,030 43,350 48,986 -8.0 =3).L 6.3 
PSTIMEIREORUE, p's steve visle here e 6 ete 000 net tons |p 4,908 5,634 2,071 5,309 4,905 —12.9 +0.1 -15.6 
Crude petroleum‘............. 000 barrels lle 4,930 4,854 4,870 4,801 4,558 +1.6 +8.2 +7.6 
Electric power’. .............s0005 million kwh 4,289 4,336 4,351 4,372 4,283 -1.1 +0.1 +0.6 
RECTMEETICEION®. <% lald.e isle win. 4 asin oie 000 dollars 257,691 227,298 242,523 395,798 190,539 +13.4 +35 .2 +51.2 
Heavy engineering—Public’........ 000 dollars 32,298 31,225 26,291 24,045 30,067 +3.4 +7.4 -8.3 
Heavy engineering—Private’....... 000 dollars 10,449 | 16,429 6,700 | 11,050 9,573 -36.4 49.2 | 425.5 
Munitions Production.......... 1943=100 na. |p 95 jr 102 |r 103 108a -6.9b =7. 80 -7.2d 
VOI EB 6 o.oo. 055 sio,015,5.5, sicln oa ne million dollars 7,324 7,837 8,156 7,139 7,201 6.5 +1.7 +1.6 
Distribution and Trade 
Carloadings, total®................ thousand cars 849.4 878.4 863.2 844.4 870.5 -3.3 2.4 -0.3 
Carloadings, miscellaneous®......... thousand cars 378.2 395.0 401.5 400.2 386.4 4.3 -2.1 +2.9 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 178.0 |r 175.0 169.9 175 .6a +1.7b +1. 4c +5.0d 
Department store sales (S)......... 1935-39 = 100 218 r 202 187 181 189 +7.9 +15.3 +13.3 
Variety store sales (S)...........-- 1935-39 = 100 n.d. 162.0 161.6 154.1 159 .1la +0.2b +1.8¢ +1.8d 
Rural retail trade (S)............-- 1929-31 =100 n.d. 175.2 179.7 200.4 170.64 —2.5b +2.% +15 .2d 
Grocery chain store sales (S)®........ 1935-39 = 100 n.d. 167.1 171.3 164.9 182.1a -2.5b -8 .2c¢ -1.1d 
Magazine advertising linage........ thous. of lines 3,528 3,315 3,753 4,039 3,277 +6.4 +7.7 +12.0 
Commodity Prices 
All commodities (BLS). ........... 1926 =100 p 105.9 |p 106.1 106.0 105.7 104.1 0.2 +1.7 Sah 
UW AMACCEIAIS 10-0 c\s.c1s .cie.c'a ss ses 1926 = 100 117.5 118.2 117.7 116.8 113.6 -0.6 +3.4 +3.1 
Semimanufactured articles........ 1926 =100 95.3 95.4 95.0 95.0 93.9 -0.1 +1.5 -FL.6 
Manufactured products.......... 1926=100 p 101.8 |p 101.8 101.8 101.8 100.9 0 +0.9 “+1 .0 
Farm products... «00.0 se sees 1926 =100 129.0 130.4 129.9 129.0 124.1 -1.1 +3.9 +4.1 
52 Cigna eek Saree Seer one 1926 =100 106.9 107.5 107.0 105.8 105.8 -0.6 +1.0 +0.7 
Sensitive industrial (NICB)®........ 1929=100 96.3 96.2 96.2 96.3 95.8 +0.1 +0.5 +0.5 
Sensitive farm (NICB)®............ 1929 =100 127.6 127.8 128.5 127.8 121.4 —0.2 +5.1 +4.6 
Retail prices (NICB).............- 1926 =100 p 103.0 102.9 101.8 101.1 100.4 +0.1 '+2.6 +2.1 
ities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 118.4 120.7 118.2 114.4 104.3 -1.9 +13.5 +17.7 
UUINETIALS. 0 Seca cv ee deere es 1935-89 = 100 118.8 121.8 120.3 116.5 106.7 2.6 +11.3 +17.3 
MMEOROS. Ssxirisisss sare ash «. .{| 1935-39 = 100 140.1 144.0 134.5 129.3 105.3 Se otf +33 .0 +33 .3 
RULER orcrd nese inasiiagints stanyatns «he 1935-39 = 100 107.9 105.9 101.2 98.0 91.3 +1.9 +18.2 +13 .2 
Total no. shares traded N.Y. Stock Ex.|| thousands 31,910 50,398 42,373 34,205 40,013 -36.7 -20.38 +40.2 
Corporate bond yields (Moody’s). . .|]| per cent 2.85 2.87 2.89 2.90 3.04 -0.7 6.2 -5.6 
Financial Indicators 
Bank debits, outside New York City®|| million dollars || $8,286 47,813 40,635 37,838 $7,588 -19.9 +1.9 +6.1 
New capital corporate issues........ 000 dollars 211,614 1,352 157,860 | r100,856 57,328 4+15,551.9 +269.1 +74.6 
Refunding issues............-----+ 000 dollars 749,921 74,415 367,086 | 7554,222 153,917 +907.8 +387 .2 +190.5 
Comm. industrial and agrie. loans®. ./| million dollars 5,925 |r 5,876 |r 5,818 5,989 6,058 +0.8 2.2 -1.7 
National income payments......... million dollars n.a. |p 14,840 | r 12,835 13,194 13,573a || +11.7b +5.7¢ +5.1d 


Money in circulation, end of month.|| million dollars || p 27,107 | r_ 26,746 26,528 26,189 22,699 +1.3 +19.4 +21.2 
SAdjusted for season variation | ‘Shipments gga cigarette consumption measured by tax-paid withdrawals 3Excludes reconstructed government shoes included 
in data prior to 1944 ‘Av daily ‘Average weekly ‘IF. W. Dodge ‘Engineering News-Record—average weekly  %Grocery and combination chain store sales 140 centers 
aJune, 1944 bPercentage change, May, 1945, to June, 1945 cPercentage change, June, 1944, to June, 1945 dPercentage change, first 6 months, 1944 to first 6 months, 1945 
eEstimated fMay, 1944 | gPercentage change, April, 1945, to May, 1945 Percentage change, May, 1944, to May, 1945 —_i Percentage change, first 5 months, 1944, to first 
6 months, 1945 pPreliminary rRevised n.a.Not available 
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Chronicle of Business 


August 

1 Feperau expenpitures for fiscal year 
ending next June 30 estimated at 
$85.3 billion, with $70 billion for 
war. United States agencies over- 
seas to have first chance to buy 
SURPLUS GOops in foreign countries. 
Domestic suGAR subsidies increased. 


2 Wholesalers and retailers attack OPA 
COST ABSORPTION plan. WPB re- 
vokes order channeling WOOL TEX- 
TILES to low-end goods. 


6 First aromic noms dropped on Japan. 
REFRIGERATORS, WASHING MACHINES, 
etc., to be available by fall. 


7 OPA allows adjustable increases in 
COTTON TEXTILE prices. 


8 WPB to approve $150 million new 
plants and additions for maximum 
output of civilian auromosiues. Fur- 
ther restrictions put on use and in- 
ventories of TIN. 


10 First spot authorization granted for 
civilian electronics equipment, in- 
cluding home ravios. Japan offers to 
surrender, 


11 Army and Navy order first of $40 
billion of TERMINATIONS. 


12 Paper allocations increased for book, 
magazine and card publishers. WPB 
estimates 500,000 AUTOMOBILES can 
be made this year. 


13 Navy stops work on 95 sHips and 
cancels many contracts not yet 
started. WPB reveals program to 
speed INDUSTRIAL EXPANSION and 
create jobs. SurPLus stocks worth 
$8 billion expected to result from 
V-J cutbacks. OPA issues RECON- 
VERSION PRICING order for some build- 
ing fixtures, machinery and rubber 
goods. Punp and paper industry ex- 
pects demand to exceed supply for 
four years. Printing of RATION 
BOOK 5 stopped. 


14 Japan surreNDERS. MANpPoweEr con- 
trols abolished. Navy cancels $6 
billion prime contracts. Rapar se- 
crets revealed. Refund of rxcess- 
PROFITS TAX CREDITS to be speeded 
to aid reconversion. 


15 End of rationing of Gasoxine, fuel 
oil, oil stoves, CANNED FRUITS, and 
VEGETABLES. WMC expects UNEM- 
PLOYMENT peak of 6.2 million in mid- 
December, All WAR  sHIPMENTS, 
except food, stopped. Price con- 
trots lifted from 150 minor com- 
modities not significantly affecting 
cost-of-living index. 


16 Army Service Forces cancel 92,000 
contracts; cut procurement 80%; 


145 million tons of coat to be saved 
in next twelve months and FREIGHT 
jam eased at once. President an- 
nounces relaxation of WAGE CONTROLS 
on voluntary increases which do not 
affect prices and asks renewal of no- 
strike pledge. ODT lifts seven con- 
trols on commercial MOTOR VEHICLE 
traffic. Bans eased on CONVENTIONS. 
Army and Navy plan $1.2 billion 
yearly purchase of PLANES for next 
two years. 


17 WPB ends controls on STEEL, COPPER 
and aLuminum; CMP practically 
abolished. PAW frees high-test 
GASOLINE for civilians. ODT lifts 
curbs on TRAVEL to sports events. 
WLB to allow waGE INCREASES in 
industries essential to reconversion, 
even if higher prices result. WPB 


revokes distribution controls on 
PLUMBING, HEATING and COOKING 
EQUIPMENT. 


18 President orders current cost-of-liv- 
ing level to be held, with Price IN- 
CREASES at certain output levels to 
be absorbed to prevent rises at con- 
sumer level; WPB to expand produc- 
tion of scarce materials and limit 
manufactures using them, control 
INVENTORIES, facilitate relief and ex- 
port programs, allocate scarce mate- 
rials for low-end goods; WLB to al- 
low WAGE INCREASES, but not as 
basis for price rise. Government 
suspends “set-aside” orders for 
BEEF, VEAL and HAM. National sPEED 
Limit of 35 miles an hour revoked. 
CAA ends rationing of GASOLINE for 
pleasure flying. 


19 President orders most WAR AGENCIES 
liquidated as fast as possible; WPB 
and OPA to remain for reconver- 
sion. 


20 WPB revokes 210 controls, including 
RADIOS, REFRIGERATORS, domestic 
stoves and trucks. Cutbacks in 
construction of 135 sHips announced. 


21 President orders end of LEND-LEASE. 
INDUSTRIAL CONSTRUCTION curbs 
eased. WPB estimates production of 
8.5 million rapios by January. 


22 WPB ends priority system; CMP to 
end on September 30. SALARY coN- 
TROLS removed from white-collar 
workers, if prices are not affected. 
ODT lifts ban on seasonal RESORT 
TRAINS; restrictions on wholesale and 
retail motor truck DELIVERIES to be 
lifted November 1. Lumper con- 
trols eased. 


23 OPA promises 1942 price level on 
household goods and appliances. PAW 
ends restrictions on home installa- 
tions of OIL-BURNING EQUIPMENT. 


998 


Navy announces return of SHIPPING 
CONTROLS to private owners on Sep- 
tember 1. 


24 Curbs lifted from passenger AUTOMO- 
BILE output and use of PAPER in 
printing and publishing, except news- 
papers. United States offers credit 
to 21 nations to cushion termination 
of LEND-LEASE. 


26 OPA sets pRricING procedure for new 


manufacturers. ODT controls on 
local TRANSIT service to end Aug- 
ust 31. 


27 Inventory controls revised and ex- 
tended. Bowles says 1945 passenger 
AUTOMOBILE prices will be at 1942 
level. All users of NEWSPRINT put. 
under same controls as newspapers. 


28 OPA allows profits on new AUTOMO- 
BILES to be figured on unit basis. 
Usep-car prices drop as production 
of new automobiles begins. Retailers. 
say they cannot absorb PRICE IN- 
CREASES proposed in OPA reconver- 
sion policy. OPA offers interim pro- 
gram, as lack of LOW-COST FABRIC’ 
upsets plans for cheaper clothing. 


29 American manufacturers may export 
about 6% of passenger AUTOMOBILES 
and 21% of trucks produced from 
September 1 to December 31. Sep- 
tember quota of passenger TIRES re- 
mains at 2.5 million. 


30 OPA suspends price controls on MER- 
CURY, PRIMARY ALUMINUM and MAG- 
NESIUM. Revised government budget 
for fiscal year 1946 nearly $34 billion 
below 1945. WPB expects dollar 
value of INDUSTRIAL OUTPUT to ex- 
ceed 1939-41 rate by year-end. Fur- 
ther Army cutbacks announced for 
garments and TEXTILES. 


31 OWI is abolished. Domestic wasu- 
ING-MACHINE producers protest re- 
conversion pricing formula. OPA an- 
nounces price increases on some CoT- 
TON TEXTILES, following textile work- 
ers’ pay rise. WPB orders 5% cut in 
NEWSPRINT users’ orders for Septem- 
ber delivery. Government plans to aid 
small plant modernization with sur- 
PLUS WAR PROPERTY. 


September 


1 World coax deficit is 50 million tons 
this year; United States deficit, 27 
million tons. Army releases large 
stocks of BUTTER and salmon; curbs. 
revoked on heavy cream and on but-- 
ter fat in ice cream. 


2 V-J DAY. 


September, 1945 


BUSINESS RECORD 
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Price Controls and Fair Pricing 


SURVEY of opinions regarding the 

retention of price controls showed 
that two thirds of the durable goods 
manufacturers felt that the sharp cur- 
tailment which had already occurred in 
war orders prior to V-J day, together 
with a large wartime expansion in ca- 
pacity, was a sufficient check on unwar- 
ranted price increases and that the need 
for government price controls had passed. 
In the nondurable goods field, more than 
two thirds of the ‘executives favored re- 
tention of controls until supply and de- 
mand were more nearly in balance. Most 
replies were written prior to V-J day. In 
correspondence after that date, the re- 
plies were somewhat more definitely in 
favor of immediate relaxation or com- 
plete elimination of price controls. 

Few executives believe that prices will 
return to anything approaching 1939 lev- 
els. After price controls were lifted, 
however, prices in the durable goods in- 
dustries were generally expected to be 
about 25% higher than in 1939. Non- 
durable goods manufacturers expected 
that prices would necessarily be even 
higher in relation to 1939 levels, with about 
one fourth of those answering the ques- 
tion indicating that it would be necessary 
for them to charge prices 50% or more 
above 1939 if they were to meet current 
costs and make a fair profit. 

These replies, however, would not seem 
to indicate any drastic rises above those 
now in effect. Many industries need a 
measure of price relief, but several execu- 
tives indicated that their price changes 
would be in the nature of adjustments on 
specific items rather than general and 
that some other iterns might be priced 
at or close to 1939 levels 

If price controls must be continued, 
practically all executives believe that they 
should allow for increases in material and 
wage costs over those in some stated 
base period. 


CONTROLS NOT NEEDED 


The few durable goods producers. re- 
commending continuation of government 
price controls took their position mainly 
on the ground that demand for a par- 
ticular product was far in excess of sup- 
ply or that serious shortages of raw 
materials existed. 

One manufacturer of iron and steel 


products believes that “competition is al- 
ready determining ceilings” and that “the 
formula for our pricing under OPA, ex- 
cept in a few cases, allows us prices which 
tend to be higher than competition al- 
lows.” 

One manufacturer of industrial machin- 
ery explains his reasons for recommend- 
ing immediate cessation of government 
price control: 

“Already practically all war orders 
have been canceled. This means a 
drastic drop in the volume of ship- 
ments for some time to come with pro- 
ductive capacity higher than ever be- 
fore in our industrial history. In our 
field at least, competition and the long- 
tun advantage of fair price treatment 
may be depended upon to hold prices 
down to a fair and reasonable level. 
We would consider it poor policy on 
our part to raise prices above a level 
which would compensate us for cost dif- 
ferences simply because the demand for 
our machinery temporarily exceeded 
the supply.” 

Similarly, an executive in the automo- 
tive equipment industry reports that “a 
fair degree of competition has already 
been established in our industry, and any 
member of our industrial group would 
be stupid to inerease prices more than 
enough to cover present-day costs plus 
a reasonable profit. As a matter of fact, 
we would consider it poor business to in- 
crease some of our prices sufficiently even 
to cover all of present-day costs.” 


Controls Never Necessary 


Two members of the office equipment 
industry question the advisability of gov- 
ernment controls on prices having been 
placed on their industry in the first place. 
In the opinion of one of them: “Our 
products by the widest stretch of imag- 
ination have little effect on the cost of 
living.” The other explains that: “We 
have always felt rather strongly that most 
of the government controls instituted were 
worse than lack of control would have 
been. In particular, price control on 
business items was more likely to ham- 
string people than to be of benefit. After 
all, the purpose of price control was to 
prevent inflation and yet the very items 
which were likely to cause inflation were 
those which were allowed to move under 
price control, namely, wages and con- 
sumer items where price control does not 


work very well because quality can be 
deteriorated to compensate for increases 
in cost.” 

Along the same line of reasoning, an- 
other executive objects that the “OPA 
has been compelled to allow many prices 
which directly affect the cost of living to 
rise, but now refuses to put forth a form- 
ula which will permit industry, which 
provides the income to pay cost of living, 
an incentive to resume civilian produc- 
tion.” 

FOR CONTROLS 


However, nondurable goods manufac- 
turers are two to one in favor of price 
controls being retained on civilian goods. 
In certain fields, particularly chemicals, 
food, leather, lumber and textile prod- 
ucts industries, shortages are expected to 
continue sufficiently severe to necessitate 
continued government control if price in- 
flation is to be avoided. The food in- 
dustry is further complicated by the use 
of government subsidies. Manufacturers 
in this industry are generally of the 
opinion that, as long as the government 
continues to pay subsidies to stimulate 
production in their fields, prices will have 
to be controlled. Several feel, however, 
that the removal of both price control 
and subsidies would go far toward estab- 
lishing a balance between supply and 
demand. 

A general objection has been raised to 
the present policy of permitting wage in- 
creases while holding the line on prices. 
A railroad equipment executive believes 
that it “certainly is not fair to take con- 
trols off of wages without taking con- 
trols off of prices. . . . In view of the re- 
cent executive order regarding wages, it 
seems to me that industry is in a much 
worse position than it previously has 
been.” Another writes that “price control 
should not be continued unless there is a 
control over wages and other elements 
of cost which go to make up _ the 
total cost of producing the finished arti- 
cle.” And another says that “the pro- 
posal to release control of wages in those 
cases where no price increase would be in- 
volved is very dangerous and would lead 
to great confusion.” 

A proposal that “ceilings be suspended, 
at least provisionally,” as prices “cease 
to press against price ceilings or tend to 
fall below ceilings” is advanced by a 
manufacturer of electric equipment, who 
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goes on to explain that “outright cancel- 
lation could wait until it is reasonably 
certain that inflationary pressures will 
not revive with reviving production, em- 
ployment, income, and confidence after 
the temporary setback which may set in 
during the period of immediate reconver- 
sion. 


CONTROLS AND PRODUCTION 


In spite of the general criticism of price 
control characteristic of the replies, only 
about half the executives feel that the 
removal of controls would enable them to 
increase the physical volume of their 
sales. Those who do not feel that they 
could increase sales volume if price con- 
trols were abolished are generally either 
already operating at top capacity, or are 
prevented from .expanding by lack of 
manpower. An industrial machinery pro- 
ducer reports that “our facilities are very 
fully employed now. The limiting feature 
in our production is the shortage of the 
proper kind of machinist. . . . It would 
therefore appear in our case that price is 
not the factor which limits the volume 
of our business.” Another company in 
the same industry looks for a solution to 
the shortage of skilled labor through the 
removal of price control: “In the event of 
a shortage of skilled labor, the removal of 
price controls might enable us to attract 
such labor by increased wages, and there- 
by increase our physical volume.” 

Not only would the removal of price 
controls permit some companies to in- 
crease their volume, but retention of con- 
trols might force them to curtail opera- 
tions sharply. “Were it not for our war 
business,” writes one executive, “which 
is now carrying the load, most of the items 
which we manufacture would show us red 
ink. As soon as war orders are termin- 
ated, an intolerable situation will arise. 
If we are to service the industries which 
are looking to us for service, we must be 
able to make a reasonable profit, other- 
wise we, and all other industries in our 
line, will be compelled to close down and 
wait for a readjustment of the price 
structure. It would be less expensive to 
maintain skeleton organizations than to 
attempt to handle the volume of business 
which is being thrust upon us by the in- 
dustries we serve at the losses we are 
being called upon to take.” 

Another effect of price controls is 
stressed by a machine tool manufacturer 
who points out that such controls lead to 
the discouragement of improvement or 
change in product, and that removal of 
controls would quickly result in the de- 
velopment of new equipment. 


PRICE TRENDS 


Most executives believe that, after the 
removal of controls, prices must remain 
higher than in 1939. Among durable 
goods manufacturers, these rises would 
generally be confined to 25% or less. Two 
executives do not expect postwar prices 
to change from the 1939 level, although 
one of them goes on to explain: “Because 
we have been able through some addi- 
tional space and through improved facil- 
ities and methods to increase our produc- 
tion per hour, we have been able to hold 
our production costs at very close to the 
1939 level.” Nondurable goods manu- 
facturers look for steeper rises from the 


saying what prices should be because of 
the uncertainty of the labor situation. 

Many executives feel, however, that 
higher prices will be temporary, and that 
prices will level out as soon as supply and 
demand come into balance. Because of 
the increased capacity in some industries, 
a few look for a period of price cutting 
as competition becomes severe. 


PRICE DETERMINATION 


If price controls must be continued, the 
majority of the executives favor a meth- 
od that would make allowance for in- 
creases in production costs over some as- 
sumed base period. Only seven execu- 


Wholesale Commodity Prices 
Source: Bureau of Labor Statistics 
Index Numbers, 1939 = 100 
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prewar level in the event that price con- 
trols are removed at once. Rises of 50% 
or more were predicted by about one 
fourth of those replying. 

The extent to which these price rises 
would affect the present price level is not 
readily discernible from the data collected 
in connection with this survey. Indexes 
of the Bureau of Labor Statistics for 
wholesale commodity prices indicate 
that, in spite of the OPA freeze, prices 
of “semimanufactured products” were 
13% above the 1939 level in 1941; by 
1944, were 22% above it; and in July, 
1945, were 24% above 1939. Likewise, 
the wholesale prices for “all manufactur- 
ed products” rose 11% from 1939 to 1941, 
25% from 1939 to 1944, and by July, 
1945, were 27% above the 1939 level. The 
accompanying table presents a breakdown 
of wholesale commodity prices into the 
major commodity groups and economic 
classes. While these groups do not con- 
form to the classifications used in this 
survey they may nevertheless be used 
as a rough indicator of the general price 
rise which has already occurred since 
19389. 

Several executives raised the question 
of the take-home pay which labor will 
require when overtime has ceased. One 
of these points out the difficulty of 


167.4 
123.8 
126.6p 


tives advocated retention of the pres- 
ent method of control, one of them qual- 
ifying his answer by adding that there 
“is no fair basis” and that the present 
method is “as good or as bad as any.” 

Several executives claimed that present 
control is more “profit” than “price” con- 
trol, and thus is not serving the purpose 
for which it was intended. A distributor 
of retail goods writes: 


“The more recent orders of WPB 
and OPA, because of the obvious effort 
to reduce margins of profits on civilian 
goods both for manufacturers and re- 
tailers, are causing those agencies to 
lose the strong support that progres- 
sive manufacturers and retailers have 
hitherto been giving to price control. 
Retailers particularly have been ad- 
vocating price control since the be- 
ginning of the war and, in fact, insti- 
tuted voluntary controls through their 
associations which were remarkably 
effective. It would be a pity if their 
present opposition to existing and pro- 
posed OPA orders and the failure of 
government agencies to heed the advice 
of conservative and experienced retail- 
ers should result in public and political 
reaction which might limit or destroy 
the power to control prices.” 


Industry-wide maximum prices were 
suggested by several, one of whom ex- 
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plained that while “this might work hard- 
ships on some marginal units, it would 
tend to make people specialize on those 
items in which they are the most efficient 
and thus the greatest good for the great- 
est number would come of it.” 

Where price control on the basis of 
profits in some prewar period was sug- 
gested, several replies stated that costs 
should not be determined on an industry- 
wide basis. “It should be _ possible,” 
writes an executive in a company manu- 
facturing industrial machinery, “to take 
costs for the individual enterprise for a 
full year before war work was encount- 
ered and add increase factors for higher 
labor and material costs. The resulting 
cost could be added to the profit earned 
during the base period 1936-39. In our 
opinion, this will not work out on an in- 
dustry-wide basis, as the OPA prefers. 
In our own limited field we certainly 
would not be controlled by the profit per- 
centage earned by our competitors during 
the base period. We suspect that we 
would be severely handicapped by any 
such limitations.” 

A base period other than the one em- 
ployed by the OPA is recommended by 
an executive in a textile manufacturing 
company who suggests the period from 
1919 to 1929 inclusive. “The textile in- 
dustry should be allowed to earn the 
same. rate of profit as it earned during 
that particular period,” he says. ““The base 
period 1936 to 1939 inclusive which is so 
popular with the government is in no 
way a satisfactory base period for the 
textile industry which was depressed dur- 
ing that period.” 

The difficulty of determining a fair 
basis for ceiling prices is also recognized 
by a manufacturer of office equipment, 
who writes: “A fair basis for maximum 
prices is going to depend upon several 
things. The three most important of 
these are labor costs, material costs, and 
volume of business. Under labor I am, 
of course, including all labor that goes 
into the manufacture, selling and serv- 
icing of our equipment, not simply the 
direct labor that goes in with manufac- 
turing. If a concern is going to do the 
same volume of business in the postwar 
period, it either must raise prices to 
compensate for increased costs, or it 
must effect economies in operation.” 

Loss items, which might have been car- 
ried for some period when prices on other 
items yielded sufficient profit to warrant 
it, should be subject to adjustment under 
OPA pricing methods in the opinion of 
some executives. 

Another writes that “if price controls 
must be retained, the OPA regulations 


should be greatly revised and simplified. 
However,” he goes on, “I feel so sure that 
the controls will be eliminated or modified 
within a year that it is hardly worth while 
at this time to attempt to issue new reg- 
ulations which would take about a year’s 
time to put into effect.” 


Industry Comments 


Comments from cooperators grouped 
according to principal industry follow. 


DURABLE GOODS 


Automotive Equipment: Price Con- 
trols on End Products 


“Government control of prices should 
not be continued on original automotive 
equipment parts. As long as govern- 
ment controls are necessary, such con- 
trols should apply only to the end prod- 
uct. If price controls were removed at 
once our prices would be increased from 
a minimum of 7% to a maximum of 
22%. Our labor costs at the time of re- 
conversion will exceed our 1939 costs by 
approximately 30%. To date the OPA 
has not yet announced a definite policy 
on the product we manufacture. There- 
fore, we are unable, and it is illegal, to 
quote prices on automotive parts for 
civilian goods. Our volume of sales is 
actually being held up because of lack 
of decision on the part of OPA.” . . 
“We believe that it would be perfectly 
safe to remove government control of 
prices in our industry immediately. If 
all price controls were removed, we would 
price our product for replacement trade 
at about 1939 levels. That is about where 
these prices are now. Prices on standard 
equipment, which have always been very 
close to cost, would probably have to 
be increased approximately 25%.” 


Electrical Equipment: Remove Con- 
trols to Speed Reconversion 


“The government should remove all 

control of prices if it wishes reconversion 
and maximum employment in the short- 
est space of time. Generally our prices 
would be about 10% above the 1939 
level. Removal of price controls would 
enable us to increase our physical vol- 
ume of sales.” . . . “The expected strong 
competition for business in the radio and 
telephone industry will keep retail prices 
at very low levels. We believe that a re- 
moval of price controls would increase 
our physical volume of sales consider- 
ably.” “Government controls on 
prices should be discontinued on all class- 
es of heavy industrial equipment.” : 
“If controls were removed, our average 
price would be about 25% higher.” . . . 
“Government control of prices should be 
retained for a short time after the emer- 
gency ends. If price controls were re- 
moved at once, we should have at least a 
15% markup in order to meet current 
costs and provide a fair profit.” 


“Government control of prices should 
continue until there is a steady flow of 
civilian goods on the market. If price 
control were removed, we think it would 
be necessary to raise our resale price 
10%.” 


Foundries: Regulation of Prices 
through Competition 


“Government control of prices should 
not be continued on civilian goods in our 
industry. If price controls are removed 
at once, we believe our prices would be 
approximately the same as those of 1939 

lus the increase in wages between that 
date and today. In an industry such as 
ours, normal demand and fair competi- 
tion would give all the regulatory control 
which would be necessary.” <WVe 
do not favor retention of government 
price control. With elimination of con- 
trols, our prices would have to be about 
50% above 1939.” . . . “In our industry 
there is now surplus capacity, and we 
would like to see price controls complete- 
ly removed. I am afraid excess capacity 
will drive prices down to levels unheard 
of since 1939.” . . . “We believe govern- 
ment control of prices should be discon- 
tinued. If it were removed at once our 
prices would be advanced at least 15% 
in order to meet current costs and pro- 
vide a fair profit.” “Price controls 
should not be continued on civilian goods. 
Our prices would have to be from 25% 
to 40% higher than in 1939. Present 
pricing is at about this level.” . . . “Gov- 
ernment control of prices should be con- 
tinued until industry generally has been 
converted and there is a steady flow of 
raw materials permitting full production. 
Costs of production have increased about 
20% over the 1939 level.” 


Industrial Machinery: Excess Capacity 


“We do not think that government 
control of prices in our particular line 
is necessary from this time forward. If 
price controls were removed at once, our 
prices would advance approximately 15% 
to compensate for higher costs and to 
provide a fair profit.” . “The sooner 
government control of prices is removed 
the more freely and quickly reconversion 
will be accomplished. We would esti- 
mate our prices about 25% above 1939 
in order to meet current costs. We would 
expect an increase in our physical volume 
of sales after this control was removed.” 

“Since there is no indication that 
demand will outrun supply, I favor an 
immediate release from price control. As- 
suming a normal peacetime volume of 
business and labor rates as at present, an 
increase of 6% to 8% in prices over those 
of 1939 would give us a fair profit before 
federal taxes.” . “I think that govern- 
ment control of prices should end imme- 
diately. If these controls were removed, 
we would price our civilian goods 20% to 
25% higher than 1939 in order to meet 
current costs and provide a fair profit.” 
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. . . “If government control of prices in 
our industry were suddenly removed, very 
little would happen; competition would 
quickly control the situation.” “Tn 
order to get the same percentage of profit 
as in prewar days, our prices would have 
to be increased in the neighborhood of 
one third over 1939.” . . . “If price con- 
trols were removed, we feel that we 
should receive about 20% more for our 
product than in 1939, this owing mostly 
to labor increases. The removal of price 
controls would not increase our physical 
volume of sales.” . “Costs have in- 
creased approximately 15% since 1941 
and prices should be increased not less 
than 15% to enable the industry to op- 
erate at a profit.” . “We believe we 
could operate at very close to our pres- 
ent price level unless, of course, volume 
should fall to a very small total.” . 
“Price controls should not be continued 
with the possible exception of requiring 
approval for increases of over 15% above 
prewar. With the increased labor costs 
anticipated this year, our civilian goods 
should be priced 20% to 25% more than 
prewar.” . “We feel that the govern- 
ment should exercise some control over 
prices for three to six months. If price 
controls on civilian goods are removed, 
we believe prices will have to be marked 
up about 40% as wages have gone up 
about 45%.” . . . “Government control 
of prices should continue on civilian goods 
for another six months to prevent further 
price inflations. If price controls were re- 
moved at once, we believe our products 
would have to sell for 15% to 20% higher 
than current prices in order for us to 
retain a fair percentage of profit.” 


Iron and Steel Products: Prices Con- 
trolled through Competition 


“We believe government control of 
prices should be discontinued as quickly 
as possible in spite of the fact that it 
would probably mean a reduction in our 
prices. If price controls are removed at 
once, our prices would remain approxi- 
mately 20% above 1939.” . . . “Govern- 
ment control of prices should not be con- 
tinued in our industry. If price controls 
were removed at once, prices on certain 
items which are now being sold at a loss 
would be increased about 15% to 20%. 
Removal of price controls would enable us 
to increase our physical volume of sales.” 

“There is sufficient capacity avail- 
able in our industry so that competition 
will take care of any runaway price situ- 
ation.” . “If price controls were re- 
moved immediately in order to meet cur- 
rent costs and provide a fair profit, in- 
creases would be approximately 15% to 
20% above the prices frozen by OPA 
October 1, 1941.” “We believe that 
government price control should continue 
on civilian goods for a six months’ period. 
If price controls were removed at once, 
we believe that an increase in price of 


approximately 20% over 1939 would be in 
order. Our physical volume of sales would 
not increase if price controls were re- 
moved.” . . . “It would be wise to keep 
government control of prices on the prod- 
ucts that we make until there is ample 
raw material for all manufacturers. If we 
are to pay current wage rates, an eventual 
sales price mark-up of somewhere between 
10% and 20% would result if price con- 
trols are removed. It is our feeling that 
the physical volume of sales would in- 
crease upon the removal of price control.” 


Machine Tools: 
Improvements 


Controls Discourage 


“We see no reason for the continuation 
of price control on products such as ours. 
Extension of price control leads inevit- 
ably to discouragement of improvement 
or change of product, ultimately acting to 
the disadvantage of the very people for 
whose protection control was originally 
established. Upon removal of price con- 
trols, fair prices for our products should 
be about 25% above the levels prevailing 
in 1939. Development of new products 
and marketing of new equipment would 
follow very quickly upon the elimination 
of price restrictions, and it is quite proba- 
ble that physical volume of sales would 
increase.” . “There is no pent-up de- 
mand for our products, therefore, we do 
not believe there is any need for con- 
tinued price control in our industry. Un- 
less our volume of business drops lower 
than we believe it will, the price level 
which existed in 1939 should allow us to 
meet current costs and should provide a 
fair margin of profit.” : “In the fu- 
ture competition will regulate prices as it 
has in the past. If price controls were 
removed immediately, we would increase 
our prices 10% to 20% in order to meet 
current costs and provide a fair profit.” 
. . . “In our particular company, scar- 
city of labor and materials is still limit- 
ing our production. It, therefore, would 
seem advantageous for government price 
controls to continue with some reduction 
in stringency of such regulations until 
such time as ordinary business practices 
can be resumed and the law of supply and 
demand can again function. The present- 
day volume is the only thing that is en- 
abling us to cover costs. If this volume 
drops to any great extent, we will find 
ourselves with no profit.” 


Office Equipment: Controls Unneces- 
sary 


“Price controls in our industry should 
be abandoned as promptly as_ possible. 
In my opinion, very few of the office ma- 
chines would go up in price if this control 
were dropped. Removal of control would 
not have any effect on the physical vol- 
ume of our sales.” . “Government 
control of prices should not be continued 
on civilian goods in our industry. If price 
controls were dropped immediately, we 


would expect to price our goods 20% 
above the 1939 level in order to meet cur- 
rent costs and provide a fair profit. Re- 
moval of price control would enable us 
to increase the physical volume of our 
sales.” . “If price control is relin- 
quished, it would tend to simplify our 
problems considerably. Our prices should 
be increased over 1939 prices by not less 
than 20% to meet current costs and to 
provide the same margin of profit. In my 
opinion, the removal of price control 
would enable us to increase our physical 
volume of sales because of the elimination 
of uncertainties from the price stand- 
point.” . “It might be well to have 
government control of prices on civilian 
goods for six months, but with a lenient 
attitude toward requests for increases. 
As far as I can determine, the cost of 
direct and indirect labor has gone up 
about 42% and ‘the cost of materials 
about 15%. Therefore, we should expect 
civilian goods to be priced above the 1939 
levels by about 20%, if purchasing power 
remains high—a price that could be jus- 
tified because of increased volume.” 
Steel Producers: Some Control Ad- 
visable 


“Tt is probable that some control of 
wages and prices would be beneficial dur- 
ing the reconversion period but they 
should be given up at the earliest possible 
moment.” . “The lessened demand 
for the war program and the great capac- 
ity we have for producing steel indicate it 
would be logical to discontinue price con- 
trol on steel in the very near future.” 

. . “Government control of prices for 
civilian goods in the steel industry will 
be essential as long as the demand is 
greater than productive capacity. The 
removal of price controls would probably 
temporarily increase the price. This con- 
dition would last only until the current 
demand was satisfied, at which time the 
entire price structure would soften up and 
there would be a turn to price cutting.” 

. “We do not believe that government 
control of prices should be continued on 
civilian goods in our industry. If price 
controls were removed at once, some of 
our products would have to be increased 
15% in order to meet current costs and 
provide a fair profit. The removal of 
price controls would, we believe, enable 
us to increase our physical volume of 
sales.” 


NONDURABLE GOODS 


Chemicals: Temporary Controls Ad- 
vocated 


“Government control of prices should 
remain in effect until the rate of produc- 
tion of the industry is equal to the high- 
est month in some base period, say 1936 
to 1941. Our prices for civilian goods 
would need to be increased 10% to 15% 
to meet existing costs of raw materials, 
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labor, ete., if price controls were removed 
at once.” “Price controls should 
stay on the commodities in our industry 
until inventories have been built up to 
a point where the demand is again nor- 
mal. If price controls were removed at 
once, I believe prices on civilian goods 
should be increased approximately 10%.” 
. “Tf all price controls were removed 
at once, we expect that competitive prices 
will be necessary if we are to hold our 
present volume of business. I am sure 
that an increase in our prices would Te- 
duce the physical volume of our sales.” 
“Government control of prices on 
our products i is unnecessary because most 
of our prices are controlled by ‘industrial 
ceilings.’ ” . “Government control of 
prices should not be continued on civil- 
ian goods in our industry. There is 
enough potential capacity so that compe- 
tition alone would prevent undue inflation 
of prices. If price controls were removed 
at once, we would price our civilian goods 
between 20% and 331/3% higher than in 
1939. Such prices would not be greatly in 
excess of those we are now permitted to 
charge.” 


Food: Rationing of Raw Materials 
Affects Issue 


“Due to the shortage of several essen- 

tial ingredients, it will be necessary for 
the government to continue control of the 
prices we pay. Consequently, they will 
also have to control our prices. Our 
products are sold at a fixed resale price 
which has not changed since 1939. Qual- 
ity has been maintained, the only change 
that has taken place being a reduction 
in quantity of about 27%. Removal of 
price controls would not permit an in- 
crease in the physical volume of our 
sales because our major | raw ingredients 
are being rationed to us.’ “Control 
of prices will have to be continued—cer- 
tainly for one year at least. I think two 
years would come closer to the mark. If 
controls were removed now, as a rough 
guess, I would say that prices would jump 
at least 50%.” . . . “As long as the gov- 
ernment conaiders it necessary to pay 
subsidies to stimulate production, as op- 
posed to price increases to accomplish the 
same purposes, prices need to be con- 
trolled.” “We believe that price 
controls should be continued on our civil- 
ian goods for about six months.” 
“Tf price controls were removed, we would 
price our goods at the market. For the 
time being, this might push prices higher, 
but high prices would breed consumer re- 
sistance and prices would therefore level 
out, but in our opinion would be consider- 
ably above 1939 prices.” . . . “It will be 
necessary for the government to continue 
controlling prices in our industry for the 
present at least. Removal of price con- 
trols would not increase our physical vol- 
ume because we are now operating at the 
highest capacity on record.” 


Leather Products: 


“Control of prices should be continued 
on civilian goods in our industry until the 
supply and demand situation is definitely 
known and is in balance. Since 1939 
costs of civilian goods of the same qual- 
ity have advanced 25% to 30%. The re- 
moval of price controls would not in- 
crease our physical volume of sales, but 
it would enable us to make a fair profit.” 
. . . “Control of prices should continue 
until supplies are more nearly in step 
with demand. If price controls were re- 
moved at once, our prices on civilian 
goods would remain the same as they are 
now, which is about 20% higher than in 
1939.” . . . “We feel that at least some 
measure of government control on prices 
should be continued on our raw material 
and, in conseqlence, unfinished material 
for some time after V-J day, probably at 
least six months. If price controls were 
removed at once, we would expect our 
civilian goods to be priced to meet cur- 
rent costs and provide a very small mar- 
gin of profit at approximately 100% over 
1939 prices.” . “If all price controls 
were eliminated at this time, the price of 
our product might increase by 50% or 
60%. The lifting of price controls would 
not enable us to increase the physical vol- 
ume of sales. In fact, we believe the re- 
sults would be quite the opposite.” 


Favor Control 


Paper: Controls Retard Sales 


“Government control of prices in our 
industry has prevented a runaway mar- 
ket. Control should be continued until 
conditions become more nearly normal 
than at present.” . “We believe the 
government should control prices on our 
products until there is a more plentiful 
supply. If price controls were removed, 
we believe the physical volume of our 
sales would expand.” . . . “Government 
control of prices should be dropped imme- 
diately in our industry. If price controls 
were removed at once, we believe that our 
price structure would be approximately 
10% over 1939. The removal of price 
controls would definitely stimulate our 
physical volume of sales as well as effi- 
ciency in general business management.” 

. “Government control of prices on 
civilian goods in our industry could be 
withdrawn without any hazard whatever 
of developing an inflationary spiral. Re- 
moyal of price controls would not enable 
us to increase our present volume of 
sales.” 


Rubber: Control through Competition 


“We do not believe that there is any 
need for government control of prices on 
civilian goods in our industry. Competi- 
tion will take care of prices. If price con- 
trols were removed immediately, prices 
would be 20% to 25% above 1939. Re- 
moval of price controls would have no 
particular effect on the physical volume of 
our sales.” . “If price controls were 


removed at once and if the present labor 
take-home pay prevails, we would in- 
crease our prices 25%. The removal of 
price controls would enable us to increase 
the physical volume of our sales.” 

“Tt is my belief that government control 
of prices is an abnormal practice and 
should be discontinued very quickly.” 

. “Government control of prices 
should be retained long enough to prevent 
wage disturbances. If price controls were 
removed immediately, our prices would 
not be affected, with the exception of 
some synthetic goods.” 


Textiles: Control over Costs 


“Government controls on prices should 
be continued in our industry until re- 
conversion has been completed. If price 
controls were removed at once, it would 
be necessary for us to raise our prices 
about 20% over 1939 in order to meet 
current costs and provide a fair profit. 
I do not think that the removal of price 
controls would enable us to increase the 
physical volume of our sales for at least 
two years.” “If price controls were 
removed at once, we estimate that we 
would have to increase our 1939 prices by 
30% to 35% in order to meet current 
costs and provide a fair profit. If the re- 
moval of price controls made it possible 
for our industry to increase its wages, 
then it might be able to augment its 
present supply of labor and thereby in- 
crease the volume.” . . . “I do not be- 
lieve that price controls should be drop- 
ped until chances of inflation are nil.” 

. “Removal of price controls as set 
for our business today would increase our 
physical volume of sales. As these are 
now, our manufacturers are faced with 
one of two alternatives—either to make 
merchandise that is not wanted in order 
to keep in line with their maximum aver- 
age price, or curtail their volume of pro- 
duction.” . “Government control of 
prices should be continued for a few 
months longer until textile production, 
which has been largely military, can get 
back into volume in civilian goods.” . . . 
“Tf it were less complicated, we would fa- 
vor control of prices on civilian goods. 
If price controls were removed at once, 
we would charge a price higher than in 
1939 because of the great advance which 
has occurred in materials and labor.” 

“In so far as our industry is con- 
cértied, we believe very strongly that all 
government control of prices should be 
abolished. The elimination of price con- 
trol would enable us to reinstate in our 
line many items which we have not manu- 
factured recently because of the unsatis- 
factory price situation.” . “We be- 
lieve the sooner government control of 
prices on civilian goods is ended, the bet- 
ter it will be.” 


Crype L. Rogers 
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Wartime Manufacturing Profits 


ROFITS of manufacturing corpora- 

tions in 1944 entered a declining 
phase. In the case of six of the fourteen 
industries surveyed in this study the ex- 
pansion enjoyed since 1939 was actually 
reversed. With the end of both phases of 
the war in 1945, it is apparent that either 
1943 or 1944 represents the crest of cor- 
porate income after taxes for these indus- 
tries. 

The National Industrial Conference 
Board’s study of corporate finances in 
manufacturing is based upon the state- 
ments of 420 corporations in fourteen in- 
dustrial groups—six durable, eight non- 
durable. Based as it is on published in- 
formation, the sample reflects the finances 
of large corporations only and should not 
be applied indiscriminately to smaller 
corporations. 

The corporate sector, in common with 
practically all other elements of our econ- 
omy, experienced a tremendous expansion 
under the impetus of war demand. Manu- 
facturing, particularly, felt the direct im- 
pact of the insatiable demand for planes, 
ships, tanks, trucks, firearms, and muni- 
tions. Other sectors of the economy also 
expanded, but for the most part the forces 
making for such expansion were second- 
ary or derived. 


SECTORS PROFITING MOST 


Even within manufacturing, a diver- 
gence exists between those groups making 
the instruments of war and those that 
continued to make their normal peace- 
time product. Thus eighteen manufac- 
turers of aircraft and parts whose sales 
totaled $202 million in 1939, increased 
their sales by twenty-six times to $5,205 
million in 1944. No other group had such 
a spectacular expansion of sales volume 
but other manufacturers of war goods 
also showed impressive gains. Sales of the 
motor vehicle group in 1944 were more 
than three times the 1939 figure. Sales 
of the railroad equipment group rose 
329%. 

Nondurable manufacturers of war ma- 
terials shared in these increased sales. 
Rubber companies sold $2,519 million in 
1944, in contrast to only $785 in 1939, a 


1[t is not possible to distinguish clearly between war and 
nonwar industries. The A ati ag Csr ication is probably 

as exact as any—war:; last f urnaces, motor ve- 
icles, office and store machines, railroad equipment, chemi- 
cals, petroleum, rubber; nonwar: food, paper, furniture, bev- 
erages, textiles, tobacco. 


rise of 221.1%. Sales of chemical com- 
panies moved upward less sharply, from 
$1,184 million to $2,582 million. 

Those industrial groups which produced 
primarily for civilian markets shared in 
the general expansion but did not experi- 
ence the spectacular gains of war manu- 
facturers. Food sales doubled approxi- 
mately in the five-year period. Sales of 
paper companies increased by 95%. 
127.5% increase in sales was recorded for 
the textile mills. Tobacco had the small- 
est percentage rise in sales, 69.3%. Ex- 
cepting the beverage group, manufac- 
turers of war goods showed the greatest 
gains in sales, a basic prerequisite for 
higher profits. 

Increased sales volume could have been 
achieved either through increasing the 
number of units sold or through increas- 
ing the price of each unit. The implica- 
tions of increasing sales volume through 
increasing the number of units sold differs 
vastly from achieving the sales volume 
through price rises. 


EFFECT OF INCREASED SALES 


The wartime increase in sales volume is 
a compound of the two elements, but the 
gain in production far outweighed price 
advances, especially after our entry into 
the war. Manufacturing production in- 
creased 131% from 1939 to 1944 in con- 
trast to a 25% rise in the price of finished 
manufactured products. The contrast is 
even sharper when calculated from our 
entry into the war. Prices of manufac- 
tured products rose only 2.2% from 1942 
to 1944, in contrast to a 19% gain in 
manufacturing production. 

Rising production with prices rising 
slightly or remaining stationary is char- 
acteristic of most of the industrial groups 
here surveyed. Furniture, chemicals, rub- 
ber, food, petroleum, textiles, all showed 
greater production gains than price rises. 

Three major factors instrumental in 
minimizing price rises during World War 
II were price control, operating primarily 
in the civilian goods field; renegotia- 
tion, a relatively new technique, in the 
field of war goods; and the unprecedented 
output of goods and services achieved by 
business. 

All groups experienced a rise in sales, 
but all were not equally successful in 
turning increased sales volume into in- 


creased earnings, even before the payment 
of taxes. None of the industries shown, 
however, earned less before the payment 
of taxes in 1939 than in 1944. Such di- 
verse groups as aircraft, motor vehicles, 
beverages, and tobacco increased their 
sales more, relatively, from 1939 to 1944 
than income before taxes. Their return 
on sales dropped with increasing volume. 
The airplane industry, for example, in- 
creased its sales more than twice as rapid- 
ly as its income before taxes from 1939 to 
1944. Actually the 8.9% rise in aircraft 
sales from 1943 to 1944 was accompanied 
by a decrease of 8.9% in income before 
taxes. Tobacco sales rose 1.3% from 1943 
to 1944, while income before taxes drop- 
ped 11.1%. 

It is difficult to properly assign causes 
for the failure of income of these corpora- 
tions to keep pace with sales. The air- 
craft industry, however, constantly op- 
erated under decreasing returns per sales 
dollar during the war. Unused capacity 
in 1939 was quickly utilized as first our 
defense program and then our war: pro- 
gram gathered momentum. As quickly as 
new plants were added to existing plant 
they too were operated at capacity rates. 
Capacity production necessitated premium 
pay for employees in the form of over- 
time and shift differential rates. As in the 
automobile industry, renegotiation and 
voluntary refunds played an important 
part here in keeping down income. 


PRICE CONTROL A FACTOR 


Price control most likely depressed the 
income of tobacco companies. In the face 
of increasing costs, prices of tobacco prod- 
ucts changed little. Available indexes re- 
veal an increasingly unfavorable cost-price 
situation for many industries. On an 
over-all basis the Bureau of Labor Sta- 
tistics index of raw material prices, in- 
cluding farm products, rose 61% from 
1939 to 1944. During this same period 
the prices of manufactured products rose 
only 25%. 

An equally diverse group of industries 
showed sharper gains in income than in 
sales. Among the war industries this was 
true of blast furnaces and rolling mills, 
railroad equipment, petroleum, and rub- 


1See comment on use of these indexes by Jules Backman 
and Martin R. Gainsbrugh, “Cost Fg and ae 
Price Control in the Transition Period”, 
for the OPA Retail Reconversion Prides Gaels tee 
ican Retail Federation, August, sre Washington, D. 
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I. Durable Goods Industries 


Source: Tue ConrereNce Boarp 


Millions of Dollars Per Cent Change Millions of Dollars Per Cent Change 
1944 | 1943 1939 1939-1944 | 1943-1944 1944 | 1948 1939 1939-1944 | 1943-1944 
Aircraft and Parts Blast Furnaces and Rolling Mills 
Number of companies.................. 18 18 18 Wiais an 37 37 Sesion iat 
Net income oy +) 40) Sg ee 40.2 33.2 12 458 .3 21.1 39.5 45.6 72.8 45.7 -13.4 
Dividends (rs ees ot AP ae ms Aceh kok ae 27.4 27.2 14.7 86.4 0.7 139.0 141.4 61.9 124.6 -1.7 
Net INCOME, 2... se eee e eee ee eee eee 67.6 60.4 21.9 208.7 11.9 178.5 187.0 134.7 $2.5 4.5 
Contingent postwar reserves............. 24.4 40.3 a b -$9.5 47.8 58.8 3.0 | 1,493.3 -18.7 
Income WIGOR SEES) ce. feces det ete ceo 92.0 100.7 21.9 320.1 -8.6 226.3 245.7 137.7 64.3 —7.9 
Mratalimcome taxes....5. 5. .+0.6ses002 0% 262.3 288 .4 6.5 | 3,935.4 -9.0 342.4 434.6 34.3 898.3 -21.2 
Income before taxes..................-: 354.3 389.1 28.4 | 1,147.5 -8.9 568.6 680.3 172.0 230.6 -16.4 
CALS bP Ata ithe ene eB ch pee 5,205.3 | 4,780.5 201.6 | 2,482.0 8.9 || 6,666.9c} 6,690.5c) 2,527.5c| 163.8 -0.4 
urrabaapets.©,.. 009.8... SRO. 1,352.0 | 1,513.0] 148.6 | 841.5 | -10.6 || 2,691.6 | 2,601.6 | 1,470.4 83.1 3.5 
Current liabilities................0...05. 1,061.6 | 1,183.2 88.3 | 1,102.3] -10.3 |} 1,078.5 | 1,159.7] 346.0| 9211.7 -7.0 
Working capital...................000. 290.4| 329.8 55.3] 425.1] -11.9]] 1,613.1 | 1,441.9 | 1,194.4 43.5 11.9 
A Tid ik nor rt ee 77.8 77.8 43.6 78.4 0.0 || 2,316.1 | 2,320.7 | 2,873.1 -2.4 0.2 
PR IRMSRIUT SIS? Sy 54 qclgie's Pettie as has. ates 381.2 304.0 63.8 497.5 25.4 || 1,371.8 | 1,293.3 803 .2 70.8 6.1 
Contingent postwar reserves............. ; 140.4 101.5 0.8 | 17,450.0 38.3 181.0 143.5 14.5 | 1,148.3 26.1 
ENESEUIRURE MS eT o5.< che Merah beeen ote 459.1 381.8 107.4 $27.5 20.2 || 3,688.0 | 3,614.0 | 3,176.3 16.1 2.0 
Invested capital..............000eee00s 465.2 | 497.6] 108.4] 3929.2 -6.5 || 4,278.1 | 4,268.2 | 3,992.7 7.1 0.2 
TERI SRONS Nn ota halt ears 1,529.9 | 1,703.1 197.6 674.2 -10.2 ||} 5,552.1 | 5,622.7 | 4,481.4 23.9 -1.3 
Furniture and Finished Lumber Products Motor Vehicies 
Number of companies.................. 21 21 21 Pies ao 18 18 18 ae ore 
Net income to surplus................-- 4.4 3.5 2.5 76.0 25.7 59.8 80.7 40.5 47.7 | -25.9 
MiberrL ETAL) SIGS nisl c'g broths. clays chins bieie%s z fies | 6.8 5.9 20.3 4.4 163.0 117.3 182.8 -10.8 39.0 
PCC ONION AEN oct Sei aw core ahoiihe, acave 11.5 10.3 8.4 36.9 LN LE g 222.8 198.0 223.3 -0.2 12.5 
Contingent postwar reserves............. 1.8 ays 0.1 | 1,700.0 5.9 16.1 23.9 d b -32.6 
Income after taxes........ Pps cana ee 18.5 12.0 8.5 56.5 10.8 238.9 221.9 223.4 6.9 Wek 
otal Income taxes... 5... coe cae eae 28.3 22.6 1.8 | 1,472.2 25.2 $90.4 363.9 55.3 606.0 7.3 
Encome: before taxes, ...0. 055.605.002.050 41.6 84.7 10.4 300.0 19.9 629.3 585.8 278.6 125.9 7.4 
EMR es SS, Ra eons ea nee ues 202 .3f 185.2f 111.9f 80.8 9.2 || 6,920.4 | 6,183.0} 2,269.1 205.0 12.8 
RENO BASCLS 0b. s oo ois.njseisine eis © 152.4 140.1 84.6 80.1 8.8 || 2,601.8 | 2,536.6 901.3 188.7 2.6 
MOPROREIMAUIULICS, «00.0000 c00cversce ee ns 57.7 51.8 12.8 350.8 11.4 || 1,315.8 | 1,375.5 278.2 373.0 —-4.3 
Wrioreme Capital. i) Re. ci oles 94.7 88.3 71.8 31.9 7.2 || 1,286.0 | 1,161.1 623.1 106.4 10.8 
0 ee ee 66.4 65.7 68.7 =8.8 1.1] 724.5] 717.9] 698.1 3.8 0.9 
SIM ICURAIOG, Or wsidiad ads 6 vibe pielnseie es o.6 a 66.5 61.2 35.9 85.2 8.7 || 1,182.9 | 1,109.3 693.5 70.6 6.6 
Contingent postwar reserves............. 6.9 5.3 0.6 | 1,050.0 30.2 139.0 124.4 10.5 | 1,223.8 17 
11S ia SR, HAL gg ERE AR 0, Lhe 132.9 126.9 104.6 27.1 4.7 || 1,907.4 | 1,827.1 | 1,391.6 37.1 4.4 
Naivested Capital, ... 0.2500 cece se shaves 146.4 142.0 121.2 20.8 3.1} 1,911.6 | 1,830.5 | 1,407.8 35.8 4.4 
UNE CECT Sa te ET in PEE Se 210.3 198.5 139.6 50.6 5.9 ll 3,838.2 | 3,315.6 | 1,771.5 88.4 0.7 
Office and Store Machines Railroad Equipment 

Number of companies.................. ll ll ll wees a 14 14 14 ame er 
Net income to surplus.................. 7.6 5.9 4.4 T2.7 28.8 12.1 6.6 2.9 $17.2 83.3 
PPIMMICNOS PRIA Seve cess ceca cece celts 19.1 20.1 16.7 14.4 -5.0 21.7 21.3 8.9 143.8 1.9 
oo NESTE ae ae aa SR ae 26.7 26.0 21.1 26.5 yr § 33.8 27.9 11.8 186.4 21.1 
Contingent postwar reserves............. 1.8 5.9 one a -69.5 3.8 5.1 nf 442.9 25.5 
Gncome after taxes.......5....0000.508% 28.5 31.9 aS 35.1 -10.7 37.6 33.1 12.5 200.8 13.6 
barapincome taxes. 3.0. .0... 0c eee 57.4 58.4 5.4 963.0 -1.7 86.3 98.1 3.7 | 2,282.4 -12.0 
Gncome before taxes...../....6..000..065 86.0 90.3 26.5 224.5 4.8 124.0 131.2 16.2 665.4 -5.5 
SNe RISES OG AY. bast tae. 498.69} 505.29} 210.99} 136.49}  -1.3g| 898.5h| 992.3h| 209.5h| 928.9h|  -9.5h 
(OLS CES eee yeaa 262.8 292.1 148.9 76.5 -10.0 464.1 529.0 176.9 162.4 -12.3 
Rbamront Webvities:.. <0 sei cedacssescee ss 125.8 148.1 26.1 382.0 -15.1 266.2 $28.8 44.1 503.6 -19.0 
ROTI COMICAL... okt ah a dlc cays w bis eos oe 137.0 144.0 122.8 11.6 4.9 197.9 200.2 132.8 49.0 -1.1 
SP BEOOICIN tA. ¥bihse hoo eka ae 111.9 111.3 105.8 5.8 0.5 223.5 922.7 239.0 -6.5 0.4 
OVA ETTS 05 ae es ee ee 129.5 130.0 94.8 36.6 0.4 215.9 200.8 156.4 38.0 Taw 
Contingent postwar reserves............. 18.1 19.3 feb 135.1 6.2 16.9 14.7 7.6 122.4 15.0 
SLL a, a ee a 241.4 241.3 200.6 20.3 t 439.3 423.6 $95.5 11.1 3.7 
MEMECEL CRTAIELN 5. 2c yaoi eye aie tiraielahs. a+ 282.8 280.4 242.5 16.6 0:9 457.8 450.9 430.1 6.4 1.5 
PTADMETE oT ocho fechas oe eee 404.3 439.6 279.4 44.7 -8.0 7152 .2 809.8 492.8 52.6 -7.1 

a$22,000,. Includes sales of only 18 companies. 

bNot computed. 2 Includes sales of only 8 companies. 

elncludes sales of only 36 companies. Sindtaiea sales of only 10 companies. 

d%32,000. tLess than .05 %. 
ber, and of food, paper, and textiles in the For these groups, increasing volume was INCOME AFTER TAXES 
nonwar group. The chemical industry was _ able to more than offset the unfavorable More ‘modest gains were recorded in 


unique in that income kept pace with  cost-price situation, rising labor costs, and manufacturing, after payment of taxes. 
sales, both increasing 118% since 1939. renegotiation refunds. Two groups, tobacco and chemicals, actu- 
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1939, 1943, 1944—Continued 
II. Nondurable Goods 


Source: Tur ConrerENcE BoarpD 


Millions of Dollars Per Cent Change 


Millions of Dollars Per Cent Change 


1944 | 1943 1939 1939-1944 | 1943-1944 1944 1943 1939 1939-1944 | 1943-1944 
Beverage Companies Chemical Companies 
Number of companies.................- 26 26 26 ee RE ase 37 37 87. ae ce 
Net income to surplus.................. 41.0 36.6 25.5 60.8° 12.0 50.0 54.6 48.7 2.7 -8.4 
Dividends padi) 20)048. 5. foe. eels 47.5 46.7 45.3 4.9 Lae 160.8 144.8 173.0 -7.1 11.0 
Netincomé.s..2%... Kier eee 88.5 83.3 70.8 25.0 6.2 210.8 199.4 221.7 4.9 5.7 
Contingent postwar reserves............. 4.3 5.1 1.2 258.3 15.7 8.9 13.1 0.3 | 2,866.7 32.1 
Income afteritaxes......b..1, ci « «0-5 >be: 92.7 88.4 72.0 28.38 4.9 219.7 219.4 222.0 —1.0 3.4 
‘Total'mcome taxes." 2. 4a... 9sean 166.1 123.6 i by (oat 871.3 _ 34.4 359.2 333.0 43.1 733.4 7.9 
Income before taxes...............+.0-+ 258.8 212.0 89.2 190.1 22.1 578.9 545.4 265.1 118.4 6.1 
Sales:,. ..2cch Sbc.cea hee 8. cs Soe 1,373.3a| 998.5a| 391.3a|) 251.0a 37. 5a|| 2,582.06] 2,410.8b]} 1,183.96) 118.15 7.16 
Current assels S20... > 80,2 54.8.0 629.1 §12.8 287.4 118.9 22.7 || 1,603.9 | 1,558.5 830.0 93.2 2.9 
Carrent liabilities: 2/8: 3% .i.2 0 east 311.2 202.6 71.8 333.4 53.6 622.1 673.7 155.6 299.8 7.7 
Working capital: 7°... > 9. ates ented 317.9 310.2 215.6 47.4 2.5 981.8 884.8 674.4 45.6 11.0 
Total stock, 7%:..0..c 4 Beee- a tae 185.0 178.6 163.2 13.4 3.6 994.5 | 3,000.2 968.6 Sri, -0.6 
Total surplug et... 2a See. 228 eee 364.7 319.0 203.5 79.2 14.3 |} 1,119.5 | 1,065.7 796.3 40.6 5.0 
Contingent postwar reserves............. 34.8 27.8 13.2 163.6 27.5 122.2 131.2 64.1 90.6 -6.9 
Netyworth, 4,8: ;. 5:.4 2) Se. & Ake 549.7 497.6 366.7 49.9 10.5 || 2,114.0 | 2,065.8 | 1,764.9 19.8 £3 
Invested capital: ~; «026, seen. 6 oer 603.6 560.9 423.3 42.6 7.6 || 2,244.9 | 2,143.5 | 1,833.1 22.5 4.7 
Totalassets4 Ba. . 0 &., SOAS ce. chee 925.4 174.3 499.1 85.4 19.5 Il 2,982.0 | 2,907.5 | 2,052.0 45.3 2.6 
Food Companies Paper Companies 
Number of companies.................. 72 72 712 cb ab Bs - 43 43 43 eta. Cae 
Net income to surplus.................. 58.6 53.9 23.5 149.4 8.7 18.8 18.6 15.2 23.7 1.1 
Dividetidsipaidit. . 5, Sas)..e BoeLE 123.9 119.8 124.9 -0.8 3.4 22.9 29.5 11.0 108.2 1.8 
Nettincome # #2... o. seen eee 182.5 L787 148.4 23.0 5.1 41.7 41.1 26.2 59.2 1.5 
Contingent postwar reserves... ......... 8.6 18.4 0.6 | 1,333.3 -53.3 16 pI .1 | 1,400.0 0 
Income after taxes, . 2... 6 Sais oo deelete ws 191.2 192.1 149.0 28.3 -0.5 43.2 42.6 26.3 64.3 1.4 
"Tptall mmcome taxes: .2.0. oe: < «ne oe 336.0 291.0 35.6 843.8 15.5 84.5 78.4 6.7) 1,161.2 7.8 
Income before taxes................2055 527.2 483.1 184.6 185.6 9.1 127.7 121.0 33.0 287.0 5.5 
Sales 42 eee oe ae. | a 7,719 .8c| 7,165.6c] 3,847.9c} 100.6c Vouth 940.3d| 853.9d| 481.7d 95 .2d) 10.1d 
Gutrent assetey.h)5.+. 6 JOR re SOL 1,917.0 | 1,801.6 | 1,112.8 72.8 6.4 436.6 395.7 222 -4 96.3 10.3 
Current liabilities,.2).9-48e-.0ck Ae 711.0 648.2 251.3 182.9 9.7 159.5 144.9 59.0 170.3 10.1 
Working capital. .. <4 isan.) datas 1,206.0 | 1,153.4 861.5 40.0 4.6 O77 1 250.8 163.4 69.6 10.5 
Poatal stock # h.-. ... i. 8. wea oes: 1,168.6 | 1,184.6 | 1,297.4 -9.9 -1.4 451.5 440.8 445.5 1.3 2.4 
Pomk surplus... 2/4 Gee. 2.08 eee: 894.4 837.5 614.0 45.7 6.8 296.2 273.2 154.8 91.3 8.4 
Contingent postwar reserves............. 82.2 76.0 18.5 $44.3 8.2 25.0 ily jee? 3.3 657.6 45.3 
Netivorth’ #6. ..<.4. 0.390? .2 2 eR 2,063.0 | 2,022.1] 1,911.4 7.9 2.0 T4717 714.0 600.4 24.5 4.7 
Invested capitals... 4.%. Sat. hata. 2,368.5 | 2,337.4] 2,184.5 8.4 1.3 890.6 849.7 801.3 IL. 4.8 
Total assetad. Ae cas te CSS eS. 3,238.9 | 3,093.0 | 2,501.7 29.5 4.7 || 1,068.1 | 1,008.9 900.3 18.6 5.9 
Petroleum and Coal Products Rubber Companies 

Number of companies.................- 49 49 49 cian hts. 19 19 19 . Sees - 
Net income to surplus.................. 344.8 254.3 136.5 152.6 35.6 38.4 36.0 18.4 108.7 6.7 
Dividends paidec. |. tte n.. «rae ee 286.2 242.5 185.1 54.6 18.0 29.6 28.4 24.2 22.3 4.2 
Netancome.& Ja hve Som SSeS Pee 631.0 496.8 321.6 96 .2 27.0 68.0 64.4 42.6 59.6 5.6 
Contingent postwar reserves............. 82.8 79.8 28.7 188.5 3.8 11.4 11.4 Lay 570.6 0 
Income after taxes. . J 4.85... 04 ecieres:- 713.8 576.6 350.2 103.8 23.8 19.5 75.8 44.3 79.5 4.9 
Total income taxes... cts ac. as bales 0s 350.3 348.6 52.4 568.5 0.5 205 .6 2138.1 11.6 | 1,672.4 3.5 
Income before taxes...........-...0000- 1,064.1 925.2 402.7 164.2 15.0 285.1 288.9 55.9 410.0 -1.3 
Sales... ccs thd ce... ce En 8,045.7 | 6,680.4 | 4,324.9 86.0 20.4 || 2,519.0e] 2,243.7e 784 .6¢ 221.1e 12.3¢ 
Current asnets¥ht, .2.). de Balds cea seas 8,657.0 | 3,369.7 | 2,771.8 31.9 8.5 || 900.8] 961.0} 424.0] 112.5 6.3 
Current liabulties. «4.8 29). «./..5-08 ae v2 1,363.6 | 1,254.3 534.7 155.0 8.7 465.5 435.0 90.0 417.2 7.0 
Working capital 27a. o. tee. oc eee = 2,293.4 | 2,115.4 | 2,237.1 2.5 8.4 435.3 526.1 334.0 30.3 -17.3 
Potal stock 4.8... ... Bae <5 7 eee =: 4,002.4 | 3,978.8 | 3,994.1 0.2 0.6 341.7 314.8 $25.0 5.1 8.5 
Total surplus. HRT. ate ee ee 3,539.1 | 3,168.0 | 2,379.4 48.7 cg 293.8 287.5 150.3 95.5 2.2 
Contingent postwar reserves............. 355.4 311.7 50.1 609.4 14.0 31.8 30.6 2.9 996.6 3.9 
Networth,. 404,....:i Sitios eee: 7,541.4 | 7,146.8 | 6,373.4 18.3 5.5 635.5 602.2 475.2 83.7 5.5 
Invested capital! . .5..). 5. #eds:..< eos >.< 8,702.6 | 8,362.2 | 7,558.1 15.1 4.1 843.2 714.8 648.8 30.0 18.0 
Total nssetait 5G. ; 58. Sees: cece o> 10,364.2 | 9,910.9 | 8,375.9 23.7 4.6 || 1,345.0! 1,275.1 748.7 79.6 5.5 


alncludes sales of only 21 companies, 
bincludes sales of only 33 companies. 


ally earned less in 1944 than in 1939, 
21.1% and 1.0% less, respectively. Motor 
vehicles showed a slight rise of 6.9%. The 
aircraft, railroad equipment, and petro- 
leum groups more than doubled their in- 


eIncludes only 62 of the above companies, 
dIncludes only 39 of the above companies. 
eIncludes only 16 of the above companies. 


come after taxes during this five-year pe- 
riod. All the other groups recorded gains 
between these extremes—from 28.8% for 
food to 79.5% for rubber. 

Income after taxes as shown in the ac- 


companying tables is before provision for 
contingency and postwar reserves. The 
designation of net income or profit is re- 
served for the final figure after the pay- 
ment of all taxes and after provision for 
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1939, 1943, 1944—Continued 
II. Nondurable Goods 
Source: THe ConrereNcEe Boarp 


Number of companies.................. 36 
Net income to surplus.................. 17 
Pmends palais, waits. Lo; 3 31 
INEtCOMmes. 052 MI Dad. tunisia, st 49 
Contingent postwar reserves............. if 
Gringiue Biter fAKeS.. 0.2. c ces sec y ces eee 57 
Motab income taxes...) 0.900.000. 000.9. 132 
Income before taxes...............00005 190 
lo Le ne ee ire eee 1,114 
GEST RSS rr re eae ne 635 
ACnrrent liabilities? 3.7.0) 5.4 th aes oman 250 
Lely argc (a ne ee 384 
PIPER Metis asi BES Melle G Sss + « 332 
BUD RE MURS INESES Rd 4h, evetchi\ sts His, cual a MaeMat's 341 
Contingent postwar reserves............. 37 
MNES MESOIU EL 98523. stecoy sachet mei d Otte Sih Seed 674 
PROV RAUGA CADICAL (oi e,.,.«..0 6 RSE ale bs ate 723 
PeOLSNeSsetoh.: eet inl wmed-oui) Bs 92 1,030. 


Millions of Dollars 


Per Cent Change 


Millions of Dollars Per Cent Change 


1944 | 1943 1939 1939-1944 | 1943-1944 1944 | 1943 1939 1939-1944 | 1943-1944 
Textile Companies Tobacco Companies 

36 36 cer Sah 19 19 19 Pi a 

9 18.3 15.3 17.0 —ee 10.7 15.9 10.9 -1.8 $2.7 
6 31.8 21.4 47.7 —-0.6 62.0 62.7 84.0 —26 .2 -1.1 
a) 50.1 36.7 34.9 139 72.7 78.6 94.9 -23.4 STD 
mil 8.8 sieges Pier 12.5 2.2 1.3 0 er 69.2 
2 58.9 36.7 55.9 dg) 74.9 79.9 94.9 -21.1 -6.3 
8 136.5 8.6 | 1,444.2° eh 79.2 93.5 2207 248.9 -15.3 
0 195.4 45.3 319.4 2.8 154.1 173.4 117.6 31.0 -11.1 
8a} 1,156.84 489 .9a 127.5a -8.7a|| 1,757.0 | 1,734.5 | 1,038.0 69.3 1.3 
2 606.4 $22.7 96.8 4.7 || 1,173.9 | 1,033.1 699.0 67.9 13.6 
8 241.6 81.6 207.4 3.8 294.8 244.8 81.0 264.0 20.4 
4 364.8 241.1 59.4 5.4 879.1 788.3 618.0 42.2 11.5 
8 306.0 304.4 9.3 8.8 487.1 484.1 471.7 3.3 0.6 
Mt! 317.8 192.0 7 fea 7.3 310.6 303.9 238.7 30.1 2.2 
4 32.8 2.2 | 1,600.0 15.8 2.4 1.5 4.5 —46.7 60.0 
.0 623.8 496.4 35.8 8.0 797.7 788.0 710.4 12.3 1.2 
9 674.5 631.4 14.6 7.3 || 1,052.4 964.0 801.5 31.3 9.2 
0 968.6 652.6 57.8 6.3 |} 1,353.8 | 1,215.0 890.2 52.1 11.4 

is the sum of total stock and total surplus (including contingency and postwar re- 
serves). ‘Invested capital“ is the sum of net worth and long-term debt. Renegotia- 


Note: “Dividends paid” includes dividends on all classes*of stock (excluding stock 
“Total Income Taxes” includes all taxes based upon income: Federal in- 


dividends). 


come and excess 


necessary reserves. Gains in such net in- 
come in manufacturing are lower than 
those in income after taxes, for without 
exception more was provided in 1944 for 
contingencies than in 1939, since contin- 
gencies reducing income are greater in a 
war period. The following table summar- 
izes relative net income increases since 
1939: 


Per Cent Change 
in Net Income, 
1939-1944 
RECPALOT, Sr ets foe oe Meee 208.7 
Blast furnacess:|.!. 20) :. ieee Ke 32.5 
BETULE can hile wi. ats detdius grep tere SOKO 
MRC OD ORIOLES ic aa 4. oan sLhjeuisonnue,s —+0.2 
MMOS MACHINES... 2. os he ce ce 26.5 
Railroad equipment.............. 186.4 
POEVOVCS eee gal rieets bile kT s 25.0 
Te re ae are 4.9 
“tl. | Aaa ede ieee 23.0 
LTE Sg IR Sa acaaradl PR aA 59.2 
Petrolenm, coal j.2. 040). 0.4. os 96.2 
Oa a a ae 59.6 
8 ESR a eae Oat terete 34.9 
Pe eee, Spe. gm ORES -23.4 


DIVIDEND DISBURSEMENTS 


Dividend disbursements were surpris- 
ingly moderate against a background of 
expanding sales, income and holdings of 
liquid assets. With but three exceptions 
net income available for dividends rose 
faster than dividend payments. As manu- 
facturing profits increased during the war 
years, dividends constituted a smaller por- 
tion of that rising income. 

Aircraft companies distributed 67% of 
their net income in dividends in 1939 and 


0 rofits tax (net of refund), state and foreign income taxes. 
Stock” includes all classes of outstanding stock, excluding treasury stock, “Net worth” 


“Total 


only 40.5% in 1944. The railroad equip- 
ment group paid 75% of its 1939 net in- 
come in dividends in contrast to 64% of 
its 1944 net income. Nonwar industries 
also paid a smaller portion of their war- 
time income in dividends. The beverage 
group, with $70.8 million income in 1939, 
paid $45.3 million, or 64%, in dividends. 
In 1944, $47.5 million was paid in divi- 
dends out of $88.5 million, or only 54%. 

Not only did dividends fail to keep pace 
with rising income, but four industries, 
tobacco, motor vehicles, chemicals and 
food, actually paid less in 1944 than in 
1939. Three of these industries, tobacco, 
motor vehicles, chemicals, showed de- 
clines in income available for dividends 
as well, but in each case there was a 
greater fall in dividends paid. Motor 
vehicle net income dropped by 0.2%, 
while dividends dropped from $182.8 mil- 
lion to $163.0 million, or by 10.8%. Simi- 
larly, dividend payments of chemical com- 
panies fell 7.1%, in contrast to the 4.9% 
drop in net income. 

Paper, blast furnaces, and textile com- 
panies increased their dividend payments 
faster than net income during the war, in 
contrast to all other groups. As a result, 
their dividend disbursements as a per cent 
of net income rose from 1939 to 1944. Pa- 
per companies paid 55% of their net in- 
come in dividends in 1944, in contrast to 
only 42% in 1939. For companies manu- 
facturing primary steel products (blast fur- 
naces and rolling mills) dividends increased 


tion refunds are reflected in the data wherever the information was available. 
alncludes only 28 companies, 


sharply, from 46% of net income in 1939 
to 78% in 1944. 

The need for working capital was per- 
haps the most important factor making 
for a conservative dividend policy. The 
unprecedented volume of business made 
it imperative for corporations to increase 
their inventories and their holdings of 
cash and easily marketable securities and 
tax notes. The greater part of this in- 
crease in current assets was financed 
through increased current liabilities, es- 
pecially income and excess-profits accru- 
als. Tax accruals could be so used since 
they were payable in quarterly instal- 
ments. 

While it was convenient to expand cur- 
rent liabilities in order to finance the in- 
crease in current assets, working capital 
could not be provided in that way. The 
easiest and most inexpensive way was to 
increase retained income. With the ex- 
ception of the tobacco companies, all 
groups increased their dollar income car- 
ried to surplus. To the extent that con- 
tingency and postwar reserves are in ex- 
cess of current need, working capital is 
provided out of earnings. Some measure 
of the extent to which working capital 
has been found from these two sources 
can be secured from the total surplus fig- 
ure. Total surplus, however, is not a pre- 
cise measure, for it includes all kinds of 
surplus—capital, earned, appraisal, not 
all of which arise from current earn- 


ings. 
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Nearly as important as the need for 
working capital has been the need to pro- 
vide for the greater risks of wartime 
business. All the increased earnings could 
not be paid out in dividends, for the cor- 
porate managers could not be certain that 
these profits would not turn into losses. 
Since a part of the increased earnings 
represented higher valuation of inven- 
tories due to price rises, the safer course 
was to retain a larger share of book prof- 
its, until uncertainty about their being 
realized was reduced. Uncertainties con- 
nected with conversion and reconversion 
compelled corporations to retain a greater 
proportion of their earnings. Renegoti- 
ation of war contracts also made corpora- 
tions cautious until they could be certain 
of the workings of this new profit-limiting 
technique. 


CURRENT POSITION 


Sharp controversy has arisen about the 
current position of corporations during 
the war. The SEC and Federal Reserve 
have held that corporations were never 
in as liquid a position as in the closing 
war years. Not only were current assets 
larger than ever, but working capital— 
the excess of current assets over current 
liabilities—was greater than ever before. 
Moreover, these short-term assets were 
held in extremely liquid form—cash and 
government securities comprising a siz- 
able portion of current resources. 

Business analysts, however, saw in the 
steadily decreasing current ratio—the ra- 
tio of current assets to current liabilities 
—a progressive deterioration of the cur- 
rent position of corporations. The dim- 
inishing current ratio is held to indicate 
a slimmer margin of safety to provide 
for either the shrinkage of current assets 
or the miscalculation of the payment time 
of current and accrued expenses. During 
the expanding war years the problem was 
not a critical one, for corporations, could 
count upon a steadily increasing volume 
of business to tide them over. Receipts 
were always greater than payments. The 
end of the war now reverses this situation. 
Sales volume will decline in many fields, 
so that countless firms can no longer de- 
pend primarily upon current operations 
for means of payment. As an alternative 
such firms will have to rely upon their 
accumulated liquid resources at a time 
when their outlays will not be slackening 
and may even be increasing. Such out- 
lays would include wartime tax accumu- 
lations, which must be paid. Peacetime in- 
ventories will have to be rebuilt, plant ex- 
tensions and improvements, delayed be- 
cuse of the war, will have to be made; re- 
building of sales forces, securing distribu- 


tive channels, extending credit, all will 
require payments without any immediate 
corresponding income. 

Support for both sides of the contro- 
versy can be found in the Board’s data. 
Current assets have undergone a tre- 
mendous increase since 1939, especially 
in industries directly concerned with the 
manufacture of war implements. The 
eighteen aircraft companies, for example, 
added $1208 million to their current as- 
sets over this five-year period. An expan- 
sion of $1701 million took place in the 
current assets of eighteen motor vehicle 
manufacturers, engaged almost wholly in 
making war goods after 1941. As a result, 
dollar working capital has been augmented 
considerably, despite sharply rising cur- 
rent liabilities. Additions to working capi- 
tal since 1939 totaled $235 million for 
aircraft and $663 million for motor ve- 
hicles. The sharp increase in current lia- 
bilities prevented working capital from 
making greater increases. Virtually the 
same developments are found in other 
industrial groups, even in those not as 
directly concerned with making war 
goods: current assets, current liabilities 
and working capital have all expanded as 
a result of wartime operations, the great- 
er relative increase in current liabilities 
acting to moderate the increase in working 
capital. 

Because of this greater relative increase 
in current liabilities, the current ratio has 
declined during the war. For aircraft 
manufacturers it was slightly more than 
1.6 in 1939, but declined to less than 1.3 
by 1944. Motor vehicles, which enjoyed 
a 32 ratio in 1939, saw this whittled 
down to less than 2.0 in 1944. This de- 
cline in current ratio was not confined to 
war industries but extended to all manu- 
facturing groups. 

By comparing gains in sales and current 
assets a rough approximation can be 
made of the amount of work the means of 
payment must perform. All groups but 
one have suffered a deterioration of their 
current position by this criterion. Percent 
increases in sales outstripped percent in- 
creases in current assets since 1939 for all 
groups but paper. For the furniture group 
increases in sales were approximately 
equal to increases in current assets, 80.8% 
and 80.1% respectively. 

For a proper appraisal of the ability of 
corporations to weather the transition pe- 
riod, it is more significant to look at the 
sources of working capital. Broadly 
speaking, three sources give rise to work- 


1Under the accrual method of accounting almost univer- 
sally followed by corporations a simple comparison of sales 
and current assets will provide only a partial measure of 
the work performed by the means of payment. The more 
accurate method of actually tracing cash inflow and outgo 
was not feasible under the circumstances, 


ing capital: (1) diminution of fixed assets 
through sale or through “capital consump- 
tion” (unused depreciation and depletion 
allowances)’; (2) increase in stock out- 
standing or any long-term obligation; 
and (3) increase in surplus resulting from 
corporate savings. From these factors 
write-ups or write-downs should be elimi- 
nated, for they do not influence working 
capital. Increases in current liabilities do 
not have any effect on working capital, 
since equal amounts are added to both 
current assets and _ liabilities. 

As an illustration of this method of 
analysis, the sources of working capital 
are developed below for the railroad 
equipment industry. 


Increase in Railroad Equipment 
Working Capital, 1939-1944 
Millions of Dollars 


Factors increasing working capital 
Increase in total surplus. . 
Decrease in fixed assets...........-.- 
Increase in long-term liabilities (other 

than long-term debt)..............- 


Total fen. a hatin cee ees 
Factors decreasing working capital 
Decrease in total stock.............. 15.5 
Decrease in long-term debt........... 16.1 
Total.ics wares gies Asm eee <o 31.6 
Increase in working capital........... 65.3a 


aActual increase in working capital for 1939 to 1944 was 
$65.1 million; discrepancy of $.2 million is due to rounding. 

The increase in total surplus (consist- 
ing largely of retained earnings) contrib- 
uted most to increased working capital. 
The $27.8 million decrease in fixed assets 
was second in importance, while the 9.6 
million increase in other long-term lia- 
bilities made up the rest of the increase 
in working capital. Of the total increase 
of $96.9 million, $15.5 million was used to 
retire outstanding stock and $16.1 million 
to retire indebtedness, leaving $65.3 mil- 
lion as a net addition to working capital. 

Now with the downturn of business ac- 
tivity in store for railroad equipment 
companies with the war’s end, they will 
lose their largest source of working capi- 
tal, retained earnings. Quite possibly their 
working capital may be further reduced 
as a result of the overstatement of earn- 
ings during the war. Deferred expenses 
which could not be made until the cessa- 
tion of the war will reduce working capi- 
tal. The same will be true of reconversion 
outlays. To the extent that unanticipated 
renegotiation cuts into 1944 income, work- 
ing capital will also be cut. 

It is unlikely that “capital consump- 
tion” can be counted upon to provide 
working capital any longer. Instead, fix- 
ing capital only if the fre bas suet profits frm kan's 


loss, depreciation charges will reduce fixed assets without 
increasing current assets correspondingly. 
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ed capital may absorb working capital. 
Plant additions, extensions and improve- 
ments will have to be made. Such capital 
expenditures will have to be made at the 
high price level now prevailing. Hence 
greater dollar expenditures will be re- 
quiréd in order to recover technical effi- 
ciency.” 

The increase in dollar working capital 
reflected an inevitable adjustment to the 
greater volume of business and the higher 
price level of the war period. With a de- 
cline in sales volume during the transi- 
tion period, a corresponding shrinkage in 
both current assets and liabilities should 
develop. Momentarily the decline in 
working capital will be slight. Thus, the 
sales volume of the railroad equipment in- 
dustry dropped 9.5% from 1943 to 1944, 
Concurrently, its current assets fell by 
$64.9 million and current liabilities by a 
nearly equal amount, $62.6 million, leav- 
ing working capital at about the 1943 
figure. 

If fixed capital expenditures are 
made during the reconversion period and 
an attempt is made to keep up dividend 
payments at a time when earnings are 
dropping or turning into losses, working 
capital must drop of necessity. To re- 
lieve the situation these firms may in- 
crease their stock outstanding or issue 
long-term obligations, both of which de- 
clined during the war. 

The above comments apply to railroad 
equipment corporations as an aggregate. 
Special circumstances may exist in the 
case of individual firms to make the above 
remarks inapplicable. The group aggre- 
gate cannot represent accurately the 
situation of any individual corporation. 
Tax refunds under the relief provisions of 
the excess-profits tax, as well as carry- 
backs, may be important sources of work- 
ing capital during the reconversion period. 


ASSET EXPANSION 


War and nonwar industries alike shared 
in the general assets expansion of the war 
period. Except for the aircraft industry, 
however, assets of war industries did not 
rise much more sharply than those of non- 
war industries. The relative increase of 
total assets for civilian industries ranged 
from 18.6% for paper to 85.4% for bever- 
ages. The range for war industries from 
a low of 23.7% for petroleum to a high 
of 88.4% for motor vehicles, was not sig- 
nificantly different. The aircraft industry 
was in a class by itself with a 674.2% in- 
crease in total assets from 1939 to 1944. 


1[f substantial technical improvements have been made 
in the Fagan process, it is possible for equal or 
smaller do! tures to secure the same technical 
efficiency as belore, despite higher price levels. 


There was no significant difference in 
the relative increase of asset holdings by 
war and nonwar groups, but war indus- 
tries tended to expand their assets by 
greater dollar amounts. Four of the eight 
war industries added more than $1 billion 
to their 1939 assets by the end of 1944. 
No nonwar industry showed a comparable 
increase. Of all the nonwar industries, 
food showed the greatest dollar increase, 
$837 million for seventy-two corporations. 
Tobacco followed with only $464 million 
added to total assets since 1939. 

Current assets accounted for the ma- 
jor part of the expansion in total assets 
since 1939. Of the $596 million increase 
in total assets for the rubber group, cur- 
rent assets accounted for $477 million. 
In textiles, $313 million of the total $377 
million was accounted for by current as- 
sets. In six industries (motor vehicles, 
blast furnaces, railroad equipment, food, 
paper and tobacco) the dollar increase in 
current assets was greater than the in- 
crease in total assets. Fixed assets de- 
clined during the war and were replaced 
by current assets. 


Change in Assets, 1939-1944 
Millions of Dollars 


Total Current 
Aareratto ss, eres ss es 1,332.3 | 1,208.4 
Blast furnaces........... 1,070.7 | 1,221.2 
Bgpnitere: 360s. ice t cs | 70.7 67.8 
Motor vehicles.......... | 1,566.7 | 1,700.5 
Office machines.......... 124.9 113.9 
Railroad equipment...... 259.4 287.2 
Beverages: ess vee. 5. 426.3 341.7 
Chemicals...... Coa, ee i 930.0 773.9 
re eis eee | 737.2} 804.2 
ih a ern | 167.8 | 9214.2 
Petroleum and coal...... | 1,988.3 885.2 
Bubbertess. ssoee to eee 596.3 476.8 
"Textilesvwdt ss bcein eae: 377.4 312.5 
TPO ADCO be foe cigs oe Nae 463.6 ' 474.9 


As a result of the greater increase of 
current assets during the war, both rela- 
tively and absolutely, the composition of 
assets was significantly altered. Current 
assets now constitute a larger proportion 
of total assets than before the war. Cur- 
rent assets, which were 51% of total as- 
sets for the motor vehicle group in 1939, 
had risen to 78% by 1944. Current assets 
in food in 1939 were 44% of total assets 
and 59% in 1944. 

This increasing liquidity of corporate 
assets will most likely end now. Should 
the volume of business decline, a decline in 
inventories and receivables would follow. 
Payment of huge wartime tax accruals 
will result in a drop in cash and govern- 
ment securities. Capital expenditures to 
replace worn-out equipment and plants 
will transform a part of the current capi- 
tal into fixed capital. If an attempt is 
made to pay out dividends in excess of 


current income during the transition pe- 
riod, cash resources would be disbursed 
as a result. 

The primary source of corporate asset 
expansion has been current liabilities. 
The lag between accruals and actual pay- 
ment of expenses has permitted businesses 
to carry the vastly augmented business 
through the assumption of current liabili- 
ties. Especially important have been tax 
accruals, which have shot up spectacu- 
larly” Since the lag in this case is a 
year between accrual and final payment, 
it has been the most important single 
source of temporary funds. 

Second in importance has been the in- 
crease in retained earnings. For various 
reasons corporations have followed a pru- 
dent policy of saving the major part of 
the increase in their war income. Reten- 
tion of war-inflated income has conserved 
cash resources, freeing corporations from 
the necessity of further expansion of cur- 
rent liabilities or the incurrence of long- 
term liabilities. Contingency and postwar 
reserves to the extent that they were in 
excess of immediate need, also served to 
conserve liquid resources. 

Issuance of stock was not an important 
source of funds for corporations during the 
war. With the exception of the aircraft 
industry, whose $34 million increase in 
stock outstanding represented a 78% in- 
crease over 1939, industry made small use 
of this source. Four of the fourteen 
groups actually used up funds in the re- 
tirement of stock outstanding. Beverage 
corporations showed the greatest rela- 
tive increase apart from aircraft in stock 
outstanding, 13.4% for the five years. 

Again with the exception of the aircraft 
industry, there was no major reliance 
upon long-term debt as a source of asset 
expansion. For most groups long-term 
debt remained approximately the same or 
declined over the period. 

As a result of the changing source of 
corporate funds during the war three facts 
stand out. Current liabilities as a result 
of their sharp upward movement during 
the war constitute a larger portion of total 
liabilities in 1944 than in 1939. Total 
surplus (largely retained earnings) is be- 
coming a more important part of net 
worth; in some cases it is already more 
important than stock. Equity capital (net 
worth) increased in importance relative 
to borrowed capital as a source of the 
permanent capital of the corporation. 


Frank GastTALpo 
Frances J. Mus 
Division of Business Statistics 


1No data have been presented in support of this state- 
ment, but it is evident from the work sheets of this study. 
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War-end 
Stocks Reach 
New High 


EPARTMENT sstores are keeping 

a wary eye on inventories which 
rose to a record high for 1945 in June, 
also attaining the highest point in three 
years. Old-timers in the retail field re- 
member how stocks were thinned soon 
after World War I in anticipation of a 
buying slump which failed to materialize. 
As a result of inventory depletion, retail- 
ers were forced to replenish their stocks 
at higher prices and, with a subsequent 
drop in purchasing power, many retailers 
were caught with huge costly stocks. 


Business Inventories 
Source: Department of Commerce 
Billions of Dollars 


20 


MANUFACTURERS’ 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


~N » 
\WHOLESALERS” 


1942 1943 1944 


A survey by the Wall Street Journal 
of department stores in ten key cities 
across the country revealed few moves 
to reduce stocks. Some indication of 
how they have grown is shown by the 
$600 millions in stocks held by 296 stores 
at the end of June. The 1939 average 
was $344 million. Despite these increases 
in inventories, however, shortages still 
exist in some lines, particularly clothing. 

In keeping with its announced policy 
of retaining all controls necessary for 
orderly and equitable reconversion, the 
WPB issued a new inventory control reg- 
ulation on August 27 “to protect all busi- 
ness against hoarding, buyers’ scrambles 
and accumulation of excessive inventories 
of materials and components.” WPB 
added that the new control will afford 
“equal protection for little and big busi- 


Table 1: Manufacturers’ Orders, Shipments and Inventories 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


Percent Change 


Item May, June, 
nest 1945 to | 1944 to 
June, June, 
1945 1945 
Inventoriesiciciaiis. « piciebdmmesiaarit He Satan 162.8 | 163.27) 163.9r 0.2 -6.1 
Durable; 20008. i o:ic:cyccsseua anit outils 188.8 | 189.47] 189.5r -0.3 7.3 
Automobiles and equipment......... 219.6 | 222.87) 931.1 -1.4 6.2 
Iron and steel and products......... 118.8 | 117.57) 114.17 +1.1 -6.2 
Nonferrous metals and products. ... . 149.6 | 148.2r) 150.0 +0.9 3,2 
Electrical machinery............... $21.0] 314.8] $17.3 +2.0 -5.3 
Other machinery...) sc. 05. <)apsasenn 213.8 | 220.17} 220.17 -2.9 4.9 
Transportation equipment.......... 786.3 | 779.9r| 772.9 +0.8 | -17.6 
Nondurable goods................... 140.0 | 140.37) 141.5 0.2 4.7 
Chemicals and allied products....... 153.2 | 153.07} 150.5 +0.1 7.1 
Food and kindred products.......... 145.2 | 148.57] 144.2 +1.2}] -14.9 
Paper and allied products........... 184.6 | 133.6r] 134.3r +0.7 -3.7 
Petroleum refining................. 108.5 | 107.47} 108.0r +1.0} +0.4 
Textile-mill products............... 115.6 | 119.27} 190.3 -3.0 -0.4 
Shipments: S17 952... Paces atk toe 268 269 rl 286 a -2 
Durable goods; .Adeetions «ewrwsens 355 361 r| 389 +r 2 -7 
Automobiles and equipment.........] 267 287 313 sft -15 
Tron and steel and products......... 266 270 rl 286 -1 +7 
Nonferrous metals and products. .... 264 286 +r| 310 -8 -3 
Electrical machinery............... 520 496 r| 512 +5 +6 
Other machinery..:. 22... ..%)0ese0e0 417 407 rl 440 7 +2 2 
Transportation equipment.......... 1,707 1,779 | 2,072 —4 -30 
Nondurable goods..............2.0+: 208 205 rr} 215 +1 +6 
Chemicals and allied products....... 218 Q17 239 ri a +5 
Food and kindred products.......... 218 207 r| 219 +5 ‘+9 
Paper and allied products........... 183 182 r+} 187 +1 +2 
Petroleum and coal products........ 196 196 7} 202 r 0 +2 
Textile-mill products 185 r| 196 +6 2 
293 fr 385 +r 0 -3 
435 1] 523 r -5 7 
208 +l 215 +6 +3 
Wanuary, 1939 =100, rRevised 


Table 2: Estimated Value of Business Inventories! 
Source: Department of Commerce 


Millions of Dollars 
Total Manufacturers} Retailers Wholesalers 
1944) January). epoca aren tame sansni toe 27,816 17,805 5,959 4,052 
Bebruary att «,«.5 s5.5.05 ac tp sue oe tee eee 27,988 17,666 6,233 4,089 
Marehiny ccs as tree pie ies eyiates t ean 28,040 17,562 6,381 4,097 
Aprile Reese A, Sh tees aE Oe 27,878 17,414 6, 4,121 
May A. . tise. ntth. aithiats «0 bom. bieeee 27,775 17,268 6,361 4,146 
TUNG: cc ccunins agyhh: apdokoieoe teas Aaa abe 27,631 17,229 6,314 4,088 
PUY. a comics ss olan te? ote ee 27,424 17,215 6,166 4,043 
AUSUSt is og sleet Mea setae ene te 27,774 17,266 6,521 8,987 
September!odea 4.0) RnR. Ms BO 27,736 17,189 6,602 3,995 
Octoberssts .crentiads tiehh shen. aneds 27,878 17,100 6,779 3,999 
Novena beta os<sirusicdie Bias “necee evn 27,625 16,973 6,665 3,987 
Peteniherves cogecsste caatee tee 26,608 | 16,737 5,869 4,002 
1946 January: a> a arss dew acess estes 26,473 16,589 5,906 3,978 
26,558 16,468 6,163 3,927 
26,707 16,378 6,406 8,923 
26,870 16,293 6,631 3,946 
26,963 16,225 6,855 8,883 
26,641 16,179 6,618 8,844 
1End of month figures pPreliminary 


the reconversion period 


during 
through restrictions on all ordering, de- 
liveries, receipts and processing” of ma- 
terials in short supply. All kinds of ma- 
terials are covered, including raw or semi- 
fabricated materials, commodities, equip- 


ness 


ment, accessories, parts, assemblies or 
products of any kind, whether or not they 


were acquired with priorities assistance. 

The latest inventory data referred to 
in this article relate to war months and 
have not yet been affected by the an- 
nouncement of V-J day. 


Anrra R. Kopetson 
Division of Business Statistics 
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Table 1: Federal Finances, 1943-1946 
Sources: Bureau of the Budget; Treasury Department 
R evi Ss e d Millions of Dollars 
1946 
Ite 1945 1944 1943 
Budget apache et oa RE 
Estimate! Estimate Estimate 
ieee anes mg 
e Expenditures 
Estimates Wat Si sp aetehs ois, aperaitine Re’ 51,000 70,000 69,400 90,029 87,039 72,109 
Relief and work relief......... 608 583 567 614 894 
Aids to agriculture?........... 677 612 834 940 1,029 
Public: Works*oeescamek oot» 350 327 319 425 535 
HE DEFEAT of Japan drastically Veterans’ Administration. ..... 11,751 2,966 2,705 2,060 730 602 
5 Interest on the direct debt... .. 4,600 4,500 3,617 2,609 1,808 
altered federal fiscal requirements General government........... 2,498 1,466 1,019 878 769 
for 1946. On August 30, exactly one Cost of government........... 62,751 | 81,699 | 79,593 || 98,444 | 93,235 | 77,746 
month after the usual mid-year budget INeb loans tts | east aso 1,112 1,112 1,112 83a 1,894 1,859 
revisions were released, further downward ePotal. ee prek < tes. Asatte 63,863 82,811 80,706 98,360 95,129 79,604 
revisions were announced. 
a 5 E Revenues 
President Truman in his message of = Individual income tax.........|...-. 15,920 | 15,109 || 19,084] 18,261] 6,630 
September 6, recommended the cutback Corporation taxest..¢.0,5.tcei sot 13,271 16,263 || 16,899 | 15,147 9,996 
of $3.5 billi ; iations an < PHCOME CAR cccteea om ces cee airs th Leese. 4,435 4,824 4,880 5,284 4,521 
i . “7 ea a Rei as ations “aud a Excess-profits tax...........| ...- 8486 | 11,089 || 11,147| 9,482] 5,146 
pe ee One LO aL SSC Ces O G@apitalistock-tar ects s.ca) sees 350 350 372 381 329 
including the War and Navy Depart- Social security taxes...........] .---- 2,105 2,116 1,779 1,860 1,601 
ments. About $417 billion had been ap- Estate and gift taxes..........]  ..... 637 523 643 511 447 
5 } 9 
propriated by Congress for the war effort, Eiquor'taxes sPseh ee. sis. foe 5 oe 2,256 2,024 2,310 1,619 1,423 
3 Se Lobacro haxes... Shs eheicat ate trae (han xe 991 886 932 988 924 
of which $290 billion has been spent. Manufacturers’ excises®........]  .....- 1,480 1,390 1,207 729 670 
s leaves a maximum of $127 billion I each seas Sear eens Ineeee 392 326 355 431 824 
hich might b é . Othertuxess. We crores esse esl) eas 1,817 2,614 1,732 2,693 557 
i at . rere dag sae Ppinianaes, ehelealiaim ah.| lathine 38,369 | 41,301 || 44,391 | 42,239 | 22,573 
ures in the revision Of August 30 were = ress refunds.....2csc2eveeeees| secs 2,075 | 2,795 || 1,715 267 79 
estimated at $63.9 billion, or $18.9 billion Less transfers to social security 
below the mid-year revision.» (See Table Boe BECOME Ne cetstcrereee syste ves Bree 1,950 Pog yee ae 
Bb PAX Levens soe eee. vel) eee me 45 36,626 5 0,329 21,078 
7 Sead ee oy at the bbe Nontax revenues.........2..2.| sees: 2,285 1.653 || 3,472 | 3,278 904 
cee Pa ab 02 bullion, with Don Total Ht .siig. RET :..aedade 33,623 | 96,630 | 38,979 || 44,424 | 43,608 | 21,982 
war expenditures remaining approximate- 
ly as indicated in July. Expenditures for Depetherice  oriaeeoneie + 30,240 46,181 42,427 53,936 51,521 57,622 
Bearers Said War "coustruchiGn are now Ho oe te i ae 272,973 | 295,291 | 292,378 !! 259,115 | 202,626 | 140,796 


placed at $21.0 billion, $17.5 billion below 
the January estimate and $37.5 billion be- 
low the 1945 total. (See Table 2.) Non- 


Table 2: War Expenditures,’ 1941-1946 
Source: Bureau of the Budget 
Billions of Dollars 


. Munitions None 
Fiscal Year pb ce Stone 
1941. 4.5 g.2 
LOGG ore via<t 20.3 8.0 
1948....... 55.0 20.1 
1944. 60.2 29.5 
1945....... 58.5 32.0 
1946e...... 38.5 $1.5 
1946er..... 21.0 29.5 
Includes net oEG. war loans. 
cludes pay, ce, transportation of Armed 


Forces, aplesleoral lend-lease, and other ci 
activities. 
eEstima rRevised (V-J) 


war 


munitions, which include pay, subsistence, 
transportation of Armed Forces, agricul- 
tural lend-lease and other civilian war 
activities, will decline only $2.5 billion 
from 1945 expenditures. 

All nonwar expenditure estimates were 


1This decrease coincides with the forecast made by 
Photons Walter F. George of the Joint Committee on 
Internal Revenue Taxation. His estimate was based on 
early postwar budgets of $16 billion to $25 billion. 


1No details of nonwar expenditures or of revenues are 
available. 
2Excluding loans, 


increased in the mid-year revision, the 
greatest increases falling in the Veterans’ 
Administration and general government 
classifications. The former, raised by $261 
million, assumes a supplemental appro- 
priation for national service life insurance. 
“In the demobilization and immediate 
postwar period, various veterans’ pro- 
grams . . . are expected to raise expendi- 
tures for veterans to about $4 billion an- 
nually. Payments to veterans under pres- 
ent law will decline subsequently and 
may average between $2.5 billion and 
$3.0 billion a year for a ten-year period 
after the war.” 

The increase in general government ex- 
penditures represents, for the most part, 
the funds needed to set up the Bretton 
Woods bank and fund. Interest on the 
direct debt, the estimate of which was 
increased by $100 million in July, was ex- 
pected to run at an annual rate of over 
$5 billion by June 30, 1946. This as- 
sumed the direct debt would reach $295 


1Bureau of the Budget, “Review of the 1946 Budget,” 
for the year ending June 30, 1946 released August 1, 
1945, page 7. 


‘Including retailers’ excises. 
aExcess of credits, deduct. 


billion by that date. The August 30 esti- 
mate, however, predicted that the total 
debt would not rise above $273 billion, 
which would indicate a drop in the inter- 
est estimate. 

Public works expenditures, estimated 
at only $350 million for 1946, have been 
authorized in the amount of $9.3 billion as 
of June 30, 1945. Direct federal public 
works of $5.6 billion and federal loans 
and grants of $3.7 billion comprise the 
total. 


REVENUES 


Revenues, which reached an all-time 
peak in 1945, were put at $36.6 billion in 
July. It is expected, however, that un- 
der existing legislation, revenues would 
amount to only $33.6 billion for this year. 
(See Table 2 for comparisons.) This is 
partially accounted for by reduced esti- 
mates of miscellaneous receipts (particu- 
larly receipts from sales of surplus prop- 
erty); and by the provisions of the Tax 
Adjustment Act of 1945. In addition, 
heavy cancellations of war contracts 
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would cause a decrease in the national in- 
come, thereby decreasing receipts from 
income taxes. 

Individual income taxes were revised 
upward by a little over $800 million to 
$15.9 billion in July, but this still repre- 
sented a drop of $3.1 billion from the 
1945 figure. The decline is explained, in 
part, by the fact that collections for 1945 
included the non-recurrent item of the 
unforgiven tax liability for 1942. The 
estimate of corporation taxes was de- 
creased $3.0 billion to $13.3 billion. 
Chiefly responsible for this decline is the 


Tax Adjustment Act, allowing the re- 
fundable part of the excess-profits taxes 
to be taken as a current credit. No post- 
VJ day estimates have been made of 
taxes in detail. 

If no new tax legislation is enacted this 
year, the deficit is expected to amount to 
$30.2 billion, the lowest since 1942. The 
highest deficit of World War IL was in- 
curred in 1943, when it amounted to 
$57.6 billion. : 


Lucmiz B. Lockerts 
Division of Business Statistics 


Employment Trends in July 


MPLOYMENT moved downward in 

July in both agricultural and non- 
agricultural sectors to below the June 
level. 

The decline in total employment of more 
than 400,000 persons is mainly the reflec- 
tion of the drop in manufacturing em- 
ployment. According to preliminary esti- 
mates, manufacturing suffered a loss of 
nearly 350,000 workers. Cutbacks and 
cancellations of war contracts accounted 
for almost 90% of the employment cuts. 
All the major munitions groups reduced 
employment over the month, with 
the transportation-equipment, automo- 
bile, and iron and steel groups contrib- 
uting the major portion. The transpor- 
tation-equipment group again registered 
the largest decline—équally shared be- 
tween the airplane and shipbuilding indus- 
tries. Iron and steel industries were sec- 
ond in importance, This was a consequence 
of curtailed military requirements. With 
the war’s sudden end, WMC predicts that 
21% million war workers will be released 
by the end of October. The nonmuni- 
tions groups also contributed to the over- 
all decline in July. The seasonal increase 
in the food group, however, partially off- 
set these declines. 

Employment in trade showed a seasonal 
decline for the month, while a small de- 
crease in mining industries reflected the 
continued difficulty in recruitment of la- 
bor. Although employment in transpor- 
tation declined only slightly, the need 
for additional manpower is acute. While 
the shift to a one-front war relieved the 
labor stringency in most war industries 
the problem in railroad transportation 
became more critical. Furloughs and re- 
deployment of troops plus increased pas- 


senger and freight traffic have put an 
added strain on the roads. The current 
shortage of manpower is hampering the 
full utilization of all railroad facilities. 
The government has taken steps to ease 
this situation, mainly by the release of 
experienced railroad men from the Armed 
Forces. 

Substantial increases for the month 
were reported by construction and the 
service industries. The gain in construc- 
tion reflects the recent removal of some 
of the numerous restrictions imposed on 
that industry during the war in order to 
conserve materials and equipment vitally 
needed in munitions production. 

The only industries which stood above 
the level of last July were construction, 
transportation, public utilities, and the 
service industries. 


FARM EMPLOYMENT 


A seasonal decrease, amounting to 191,- 
000 persons, brought total farm employ- 
ment to approximately 10.9 million in 
July. This June-July decrease was con- 
siderably smaller than that of any other 
summer since the beginning of the war. 
A drop in the number of family workers 
caused the decline in July, but the number 
of hired workers increased from 2,451,000 
to 2,593,000. Both family and hired labor 
on farms, however, were below the level 
attained last July. About 125,000 fewer 
people were engaged in farm work this 
July than a year previous. 


STRIKES 
An increase of sixty strikes and lockouts 
over the previous month was reported in 
June, 1945 by the Bureau of Labor Sta- 
tistics. However, 18,000 fewer workers 
were involved, and 300,000 less man days 


of idleness resulted, despite the rise in 
work stoppages. The count for the month 
was 485 strikes and lockouts, involving 
292,000 workers, compared to 441 strikes 
affecting 144,566 workers a year previous. 
Fully 1.7 million man days of work were 
lost as a result of stoppages in the month. 
This represents an increase of close to 1 
million man days of idleness over last 
June. 

Accounting for a great part of the idle- 
ness was the Detroit dispute between the 
CIO maintenance workers of the automo- 
bile industry and the AFL building trades 
unions over reconversion work. Also, the 
series of work stoppages protesting short- 
ages of meats and fats took on sizable 
proportions this month (especially in the 
coal-mining areas). The government 
made efforts to alleviate the situation by 
routing carloads of meat to areas most 
affected. 


Rosatyn D. Sieceu 
Division of Business Statistics 


Notes on 
New Products’ 


Garments from Chicken Feathers 


The United States Rubber Company 
has invented a fabric made largely from 
chicken feathers and designed for use 
in suits, dresses, and sweaters. This fabric 
resembles wool, although it is lighter and 
softer. It is suitable for mixing with 
rayon, cotton, wool and nylon. 

Feathers from turkeys, geese, ducks 
and other fowl may be used. The fine 
elements of the feathers are separated 
from the quills and are then mixed with 
other fibers and spun. This material, 
which is still being perfected, has a 
feather content ranging from 60% to 
70%. It possesses a brilliant lustre and 
can be laundered in soap and water with 
no greater shrinkage than cotton. 


Rival of Penicillin 


A new drug named streptomycin, 
which is similar to penicillin in its ac- 
tion but which is effective against many 
diseases that penicillin does not react 
against, will be made by Merck & Co. 


1Associates of Tue ConrereNce Boarp 
are invited to send announcements of new 
ucts, together with nontechnical descriptions, to 
the Department of Industry Studies, Division of 
Business Statistics. 
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It is considered by some to be the most 
useful drug in the treatment of tularemia 
and rabbit fever and also very helpful 
against influenza, meningitis and against 
bacteria infecting the urinary tract and 
the intestines. Experiments are also be- 
ing made for its use against tuberculosis. 
This drug was first extracted from a 
mold by Dr. S. Waksman of the New 
Jersey Agricultural Experiment Station 
at Rutgers University. Experimental 
work has been conducted on this drug 
by both military and civilian doctors. 
Merck & Co. is erecting a large plant for 
the production of streptomycin. 


New Tool Steel 


The development of a new tool steel 
named “Dunkirk EZ,” said to provide 
faster machinability of 25% to 200% has 
been announced by the Allegheny-Lud- 
lum Steel Corp. This steel is said to have 
remarkable possibilities for use in dies, 
gauges, bushings, liners, and in various 
tools. 


New Plastic Insulating Resin 


The Irvington Varnish & Insulator 
Company of Irvington, New Jersey, has 
introduced a unique cold-setting plastic 


Earnings, Hours 


y ieewe the first month after the end 
of the war in Europe, brought no 
marked change in any of the payroll sta- 
tistics for the twenty-five manufacturing 
industries surveyed each month by THE 
ConrereNce Boarp. Average hourly 
earnings again reached a new peak level, 
the length of the work week was in- 
creased, and actual and “real” weekly 
earnings rose. The downward trends in 
employment, manhours and payrolls were 
further extended. 

After a slight decline in May, average 
hourly earnings of production and_ re- 
lated workers resumed the upward climb 
which began in 1939 with the outbreak of 
the war. In June they rose to a new peak 
level of $1.111, 1.0% above the previous 
month’s average. Hourly earnings have 
increased 54.3% since August, 1939, the 
month before the start of the war, and 
46.4% since January, 1941, the base date 
of the Little Steel formula. 

Average weekly earnings for June were 
$50.37, an increase of 1.5% over the pre- 


to be used as a filling material for junc- 
tion boxes, stuffing boxes, potheads and 
similar void spaces encountered in elec- 
trical work. Known as Cardolite 5616, 
this liquid resin is mixed with Irvington 
5612 Setting Agent prior to use. Approx- 
imately four hours after mixing, the two 
ingredients will gel at room tempera- 
ture to the point where flow is no longer 
possible, and after several days, the end 
product is a tough rubbery mass which 
will not flow under heat nor become brit- 
tle in the cold. The set compound is in- 
soluble in water, oil, acids and alkalies. 
Although Cardolite 5616 will adhere to 
metal, it can be stripped away cleanly 
to allow repairs to terminals and cable 
strips. 


Insecticide Paint 


Development of a wall paint mixed 
with DDT which will chase flies, mos- 
quitoes and other insects from a room 
has been announced by the Sherwin-Wil- 
liams Co. The company’s president has 
stated that rooms covered with paint 
containing a certain percentage of DDT 
in its resin emulsion were completely 
freed of insects. The tests also indicate 
lasting effects of this mixture which is 
equally effective anywhere. 


in Manufacturing 


vious month. They were slightly lower 
than the averages for the first three 
months of this year, but higher than dur- 
ing any other month of this series. The 
average production worker received $1.07 
more per week in June, 1945, than he did 
in the same month last year, although his 
work week was shortened by 0.6 hour 
over the year. In comparison with August, 
1939, and January, 1941, his weekly re- 
turn has increased 84.6% and 64.6%, re- 
spectively. 

Real weekly earnings, the measure of 
the purchasing power of dollar weekly in- 
come, rose 0.9% in June. The peak for 
this series was reached in March of this 
year, when the index of real weekly earn- 
ings stood at 181.8 (1923=100). The 
June level was 2.6% below this high, and 
45% above the August, 1939, index. 

From May to June average hours per 
week increased 0.3 hour, or 0.7%. Every 
month since May, 1943, when the aver- 
age work week of 45.3 hours was the 
same as that in June, 1945, working 


hours have averaged over 45 per week. 
The range during the period was only 1.2 
hours—from a low of 45.0 in July, 1943, 
to a high of 46.2 in January, 1945. It is 
interesting to note that the work week 
averaged 49.2 hours in 1923, three hours 
longer than the current high. The June 
average was 19.5% above that of August, 
1939. 

Total man hours declined 1.4% in June, 
in spite of the increase in the length of 
the work week. At 118.1 (1923=100) 
the June index was down almost to the 
level of May, 1942, and was 11.9% less 
than in June, 1944. It was 29.1% and 
79.5% greater than in January, 1941, and 
August, 1939, respectively. 


Wage-rate Increases and Workers 
Affected 


Source: Tun Conrerence Boarp 


25 Manufacturing 


dustries 
Date aS ae 
roduction |. Wage-rate 
fice | ise 
1944 
SUNG Meee nee tie teen 0.3% 7.0% 
Valyoces sede <peaurhe ae a 0.8 5.3 
LAY TEUSS ROOM IC AD agOa oe 0.4 6.0 
September. r.cjcccitiees «= s 0.3 5.4 
OctoberRie ences. t 0.1 5.3 
November... .coceeus faa: 0.4 6.8 
December..............- 0.1 5.8 
1945 
VARUBTY yo eee ee ele Se 0.2 5.3 
OIYTIATY,.crasts/aert stapes) <iewt 0.6 5.9 
Marche 8, i. iics dite crs eae 0.4 3.8 
PADYDL costs.» crite esos tarsi 0.3 7.0 
NS AE alate oe nite Lsr 5.0r 
ey Tie Pee rae nner: «Soci easlialocess stil 9.9 


The downward trend in employment 
which has prevailed since the peak level 
of October-November, 1943, was extend- 
ed in June with a decline of 2.1% from 
the month before. 

The decrease in the number employed 
since June, 1944, amounted to 10.7%. The 
employment index for June, 128.2 (1923= 
100) was down to the level of the latter, 
part of 1941, before our entry into the 
war. It was, in fact, lower than during 
any month since August, 1941, and was 
16.9% below the highest point of the 
series. But it was still 49.9% above the 
August, 1939, level and 14.5% above 
that of January, 1941. 

Total payrolls were also lower in June, 
0.6% less than the previous month. They 
were 12.0% below the peak level reached 
in November, 1943, and 8.8% less than 
in June of last year. However, the June, 
1945, index was 176.7% greater than that 
of the month before the beginning of the 
war. 

ExvizasetH P. ALLison 
Division of Labor Statistics 
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EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS', 25 MANUFACTURING INDUSTRIES 


Norte: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 
pan Average 


Aver: Avera, Nomin 
Date Hourly Weekly no Les Hours ber per! Hourly Earnings | Weekly Earnings ci 4 ee 
Earnings Earnings Production Prodnetinn Week per Zaid 
Worker Worker | Production 


Actual Real Worker 
Noss Fune.b sues chek see $1.069.| $49.30 45.9 44.2 197.6 189.1 5 143.6 
Duly sik ho Paice eaters hack 4 1.072 48.86 45.4 44.3 198.2 188.8 # 142.2 
PUPUISE. 6 Sater eaves iecarein ose 1.070 48.98 45.6 44.3 |. 197.8 | 188.4 - 141.6 
September! osc. aa scee s 1.080 49.42 45.6 44.4 199.6 190.1 92.7 140.4 
October. «ci ten arch sachin 1.079 49.39 45.7 44.3 199.4 189.9 92.9 188.6 
November... yaan seat. date 1.079 49.42 45.6 44.2 199.4 189.4 92.7 137.8 
Becembers ws. siocas serersiassiete 1.086 49.91 45.8 44.3 200.7 189.9 93.1 138.0 
1045. January ete. oleae. oe 1.095 50.80 46.2 44.3 202.4 191.5 93.9 187.5 
Bebroary cactus aacsaone 1.095 50.58 46.0 44.3 202.4 191.8 98.5 187.4 
Marelt os ricsce suited tate 1.101 50.99 46.1 44.4 203.5 193.1 93.7 136.2 
April... cates ne ot Foo 1.101 50.13 45.4 44.4 203.5 192.3 92.3 134.0 
Mayirsiodis, scalars cciat 1.100 49.627 45 .Or 44.3 203.3 191.4 91.5 130.9r 
JUNED ahve ap eae ee 1.111 50.37 45.3 44.3 205.4 192.1 92.1 128.2 
rRevised. 


Average Weekly Earnings in 25 Manufacturing Industries 
Source; Tus Conrerence Boarp 
Index Numbers, 1923=100 
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COST OF LIVING IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Payrolls 


266.1 


261.1 
260.7 
260.7 
257.2 
255.9 
258.9 


262.5 
261.2 
261.0 
252.5 
244.17 
242.7 


Weighted Clothing Fuel and Light 


Date | Average of Food Housing! 
at Dene Total | Men's | Women’s | Total? | Electricity | Gas — 
Index Numbers, 1923=100 
1044 July: ov. 5 loee s dene oe 105.0 111.7a 90.9 92.5 101.9 83.1 95.7 66.9 94.5 113.6 95.2 
Argust iid eeesaeke 105.0 111.6 90.9 93.0 102.1 83.9 95.7 66.9 94.5 113.6 95.2 
September. 105.0 111.3 90.9 93.2 102.3 84.0 95.8 66.9 94.5 113.8 95.2 
Ootoberjerayarccemne ice 105.0 110.8 91.0 93.6 102.4 84.8 95.8 66.9 94.5 114.2 95.2 
November. . 105.3 yb 91.0 93.9 102.9 84.8 95.8 66.9 94.5 114.6 95.0 
December. . 105.7 112.3 91.0 94.0 103.0 84.9 95.8 66.9 94.5 114.8 94.6 
1945 January. 3... vont 105.7 112.1 91.0 94.2 103.4 84.9 95.8 66.9 94.5 114.9 94.6 
Hebruarys-.iateov ames 105.5 111.2 91.0 94.3 103.6 84.9 96.1 66.9 94.5 115.1 94.8 
Mi Srl cis che aia eee 105.4 110.8 91.0 94.5 103.8 85.2 96.1 66.9 94.5 115.2 94.9 
Avril cane estiveet cite 105.8 111.6 91.0 94.8 104.0 85.5 96.0 66.9 94.5 115.3 94.5 
May. 62.0 eae oe 106-2 112.7 91.0 94.9 104.1 85.6 96.2 66.9 94.5 116.5 94.2 
dune, ints 5. takes eet 106.9 114.85 91.0 94.7 103.8 85.5 96.3 66.9 94.5 115.5 93.5 
De ee er ay) 106.9 114.9¢ 91.0 94.6 103.8 85.3 97.3 66.9 94.5 115.38 93.5 
Percentage Changes 

June 1945 to July 1945....... ‘ial | -0.1 | -0.2 & 

July 1944 tod 19465... 7000. +0. a! +2.3 +1.9 +2.6 +1.5 -1.8 
1Data on housing collected twice annually, May 15 and October 15. aBased on food prices for July 13, 1944. 
‘Includes fuel as well as electricity and gas. bBased on food prices for June 14, 1945. 


cBased on food prices for July 16, 1945. 
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Cost of Living in the United States 


Source: 
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Cost of Living in July 


HE COST of living of wage earners’ 

families in the United States moved 
horizontally from June to July, as meas- 
ured by THe Conrerence Boarn’s index, 
remaining at 106.9 (1923=100) , the high- 
est point reached since 1921. Although 
the all-items index remained unchanged, 
some slight movement was observed in 
four of the component indexes. The food 
index rose 0.1% to 114.9 in July, due 
largely to scattered increases in prices 
quoted for fresh vegetables and eggs. A 
few price decreases reported for women’s 
sweaters, straw hats and underwear were 
primarily responsible for a drop of 0.2% 
in the women’s clothing index. Men’s 
clothing remained unchanged, but the 
combined clothing index declined 0.1% 
to 94.6. 

The total fuel and light index rose 
1.0%, reflecting a widely reported in- 
crease of $1.00 per ton for anthracite. 
Sundriés declined 0.2% to the July figure 
of 115.3, owing chiefly to the incorpora- 
tion this month of recent changes in au- 
tomobile tire and tube prices. 

The purchasing value of the 1923 dol- 
lar in July held at the June level of 93.5 
cents, which is 1.8% lower than last July’s 
figure of 95.2 cents. 


INDUSTRIAL CITY INDEXES 


Relatively little movement was ex- 
hibited by the July cost-of-living indexes 
in the 68 industrial cities surveyed. 


Twenty-three cities showed an increase, 
while in 26 cities the index declined; 14 
cities showed no change. The changes 
all fell within comparatively narrow lim- 
its since the largest increase was 0.7% 
and the greatest decrease was 0.6%. Ac- 
tually, less than one third of the city in- 
dexes rose or declined more than 0.2%. 


G. M. Grays, JR. 
Division of Labor Statistics 


A Gross 
Income Tax 


EVERAL forms of the gross income 
tax have been either proposed or 
enacted in recent years. These include 
a tax on all gross business transactions, 
as advanced by the Townsend group; Ha- 
wails .25%—2% gross income tax; the 
3% tax introduced into Congress last 
February; and gross income taxes as lev- 
ied in some of the states. 

Twenty-six states levy gross income 
taxes, the tax law of West Virginia having 
served as a model for Hawaii. West Vir- 
ginia levies a gross sales tax, consisting of 
a business and occupation tax and a priv- 
ilege tax on carrier corporations. The 
law allows an exemption of $50 for each 


taxpayer and a 10% credit on the tax 
due. 

Tn Indiana, a gross income tax is levied, 
payable quarterly, at rates ranging from 
25% to 1%. A deduction of $1,000 is 
allowed, except that retail merchants are 
allowed a $3,000 deduction. Revenues 
from the tax have increased each year 
until they now supply the greatest per- 
centage of revenues in Indiana, exceeding 
that of motor-fuel taxes. The following 
table presents a comparison of the two 
taxes from 1934, when the gross income 
tax was enacted: 


Gross In- 

Year Motor Fuel come Taxes 
(8000's) 

OBA wratare,.. «Pela isiaes <0 ag 16,841 10,388 
WS ite coe eee unary: 17,820 13,608 
OSG ari. tanek win eiziee esse 19,761 16,548 
LOB ryt eoeeeste attest cote 22,132 20,557 
LOS Saewse ere. Sees 22,717 22,340 
1989. 2. Bei obi ie:sbjents 23,072 19,982 
OA eS cteiascncaistants nas 24,565 23,538 
LOST: Seeds ce ce ste 27,112 25,873 
Le eae Ge 27,927 33,601 
1948 er eee 22,411 34,117 
LOAG SE crocs sity. pave ensraralerars 20,418 40,703 


HAWAIIAN “EXPERIMENT” 


Facing a deficit of $1 million in 1935, 
Hawaii enacted a gross-income tax law 
which is held chiefly responsible for the 
$20 million surplus existing today. The 
steadily increasing revenue from the tax 
has become a major source of support of 
the government, but such effective per- 
formance would not have been possible if 
the tax had not been adopted at a time 
when prewar and wartime business activ- 
ity in Hawaii was mounting rapidly. In 
addition, considerable revenue was col- 
lected from real and personal property 
taxes and from a 2% withholding tax. 

The tax is considered a privilege tax 
measured by gross income from business 
activity. Not taxable under the law are 
salaries and wages received by an em- 
ployee for services rendered to an em- 
ployer. These are subject to the re- 
cently enacted 2% withholding tax. Rates 
of the gross-income tax range from one- 
fourth of one per cent to two per cent, 
depending upon the nature of the busi- 
ness or occupation. Gross income is de- 
fined. as the gross receipts (cash or ac- 
crued) which the taxpayer has received 
as compensation for personal services; 
gross receipts derived from trade, busi- 
ness, commerce, or sales, and the value 
proceeding or accruing from the sale of 
personal tangible property; and all re- 
ceipts from the investment of capital. No 
deductions are allowed for cost of ma- 
terials used, labor, taxes, royalties, ete. 
The minimum rate is applied to activi- 
ties such as producing, wholesaling, and 
manufacturing; the maximum rate to re- 
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tailing, sugar processing, and pineapple 
canning. 

Advocates of the law maintain that it 
has many advantages for the tax col- 
lector. Returns are required monthly, 
thus establishing frequent contact be- 
tween the taxpayer and the collector. The 
flow of income is spread evenly through- 
out the year, without the quarterly spurts 
of revenue occurring under present law. 


THE TOWNSEND PLAN 

H.R. 2229, introduced into the House 
of Representatives during the past ses- 
sion and referred to the Committee on 
Ways and Means, contained, essentially, 
the program advanced by Dr. Francis 
Townsend. This bill would provide 
broader social insurance coverage than 
does the Social Security Act. Annuities 
would be paid in monthly instalments 
with the requirement that such funds be 
spent within thirty days after receipt. The 


plan, financed by a gross income tax, 
would enable all persons to qualify, even 
though they had never contributed to 
the tax. 


The tax, imposed in addition to all oth- 
er excises, duties, or taxes, would be a 
3% levy on the gross income “of all per- 
sons and companies derived from any 
and all sources, except in personal in- 
comes there shall be an exemption up to 
$100 per month.” Gross income is de- 
fined as “the gross receipt of the taxpayer 
received as compensation for personal 
services and the gross receipts of the 
taxpayer received from trade, business, 
commerce, or the sale of tangible or in- 
tangible property, and including interest, 
dividends, discounts, rentals, royalties, 
fees, commissions, bonuses, or prizes of 
any other emoluments however desig- 
nated and without any deductions on ac- 
count of the cost of the property sold, 


the cost of materials used, labor cost, taxes, 
royalties, interest or discount paid, or 
any other expenses whatever.” 

An analysis by Dr. John Donaldson, 
professor of economics at George Wash- 
ington University, provides the estimate 
that $16 billion would have been collected 
in 1942 under the plan. Dr, Donaldson 
argues that the public debt is increased 
through the large reserves which accu- 
mulate under the present social security 
laws and the use of them by the gov- 
ernment upon the issue of interest-bear- 
ing debt. It is also maintained that the 
benefits distributed under the proposed 
plan would contribute greatly to a higher 
economic stability through increased 
spending. This, in turn, would create an 
enlarged market, thereby enlarging pro- 
duction and capital formation. 
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